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Notices of Final Rulemaking

NOTICES OF FINAL RULEMAKING

The Administrative Procedure Act requires the publication of the final rules of the state’s agencies. Final rules are those which have
appeared in the Register first as proposed rules and have been through the formal rulemaking process including approval by the Gover-
nor’s Regulatory Review Council or the Attorney General. The Secretary of State shall publish the notice along with the Preamble and the
full text in the next available issue of the Register after the final rules have been submitted for filing and publication.
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NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM

ADMINISTRATION
PREAMBLE
Sections Affected Rulemaking Action
R9-22-706 Repeal
R9-22-708 Amend

The statutory authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01

Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(I), and 36-2908(C)

The effective date of the rules:
January 1, 2005

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 10 A.A.R. 1397, April 9, 2004
Notice of Proposed Rulemaking: 10 A.A.R. 3146, August 13, 2004

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Mariaelena Ugarte

Address: AHCCCS
Office of Legal Assistance
701 E. Jefferson, Mail Drop 6200
Phoenix, AZ 85034

Telephone: (602) 417-4580
Fax: (602) 253-9115
E-mail: AHCCCSRules@ahcccs.state.az.us

An explanation of the rule, including the agency’s reasons for initiating the rule:
The proposed rules were amended as result of a 5-Year-Rule Review, finding that clarification was needed in areas
where the rule was outdated, and clarifying verbiage was necessary to explain how payments are made and to whom,
for a Native American member.

A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or
justification for the rule or did not rely on in its evaluation of or justification for the rule, where the public may
obtain or review each study. all data underlving each study. and any analysis of each study and other supporting
material:

No studies were reviewed

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previ-

ous grant of authority of a political subdivision of this state:
Not applicable

The summary of the economic, small business. and consumer impact:
AHCCCS anticipates minimal impact.

The rule has been revised to repeal outdated information. In addition, a clearer verbiage of how payments for services
provided to eligible Native Americans has been clarified. This clarification ensures that all possible scenarios of
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when a service is provided to a Native American are covered and explains when prior authorization would be
required for payment of a covered service.

cable):
R9-22-708(E) has been reworded to better convey to whom reimbursement is applicable in a certain situation. The
wording has been simplified, but does not make any substantive change from the proposed rulemaking. In addition,
minor technical and grammatical changes were made.

11. A summary of the comments made regarding the rule and the agency response to them:
None

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:
None

13. Incorporations by reference and their location in the rules:
None

14. Was this rule previously adopted as an emergency rule?
No

15. The full text of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
ADMINISTRATION

ARTICLE 7. STANDARDS FOR PAYMENTS

Section
R9-22-706. Paymentsby-the- Administrationfor-Services Provided-to-Eligible Persens Repealed
R9-22-708. Payments for servieesprovided-to-eligible Services Provided to Eligible Native Americans residing-en—reser-

vation
ARTICLE 7. STANDARDS FOR PAYMENTS

R9-22-708.  Payment for serviees—provided—to-eligible Services Provided to Eligible Native Americans Residing-on
Reservation

ele 2-of theserules;and-of contractors:
For purposes of this article “IHS enrolled” or “enrolled with IHS” means a Native American who has elected to receive
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covered services through THS instead of a contractor.

For a Native American who is enrolled with IHS, AHCCCS shall pay THS the most recent all-inclusive inpatient, outpa-
tient or ambulatory surgery rates published by Health and Human Services (HHS) in the Federal Register, or a separatel
contracted rate with THS, for AHCCCS-covered services provided in an IHS facility. AHCCCS shall reimburse providers

for the Medicare coinsurance and deductible amounts required to be paid by the Administration or contractor in Chapter
29, Article 3 of this Title.

When IHS refers a Native American enrolled with IHS to a provider other than an THS or tribal facility, the provider to

whom the referral is made shall obtain prior authorization from AHCCCS for services as required under Articles 2, 7 or
12 of th1s ChaDter

eapftatteﬂ—bas%s— For a Native Amerlcan enrolled w1th a contractor, AHCCCS shall pay the contractor a monthly capltatlo

payment.
Once a Native American h&s—enfel-}ed enrolls w1th a contractor, rieo AHCCCS shall not relmburse any pr0V1der other than
IHS oraTnbal fac111tV erra : mentshall bereim able-by-a 3 aless—+h

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
ARIZONA LONG-TERM CARE SYSTEM

PREAMBLE
Sections Affected Rulemaking Action
R9-28-706 Amend

The statutory authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01

Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(T), 36-2908(C), 36-2932

The effective date of the rules:
January 1, 2005

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 10 A.A.R. 1398, April 9, 2004
Notice of Proposed Rulemaking: 10 A.A.R. 3156, August 13, 2004

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Mariaelena Ugarte

Address: AHCCCS
Office of Legal Assistance
701 E. Jefferson, Mail Drop 6200
Phoenix, AZ 85034

Telephone: (602) 417-4580
Fax: (602) 253-9115
E-mail: AHCCCSRules@ahcccs.state.az.us

An explanation of the rule, including the agency’s reasons for initiating the rule:
The proposed rules were amended as a result of a 5-Year-Rule Review. During the process of reviewing the rule it
was found that the reference to another Chapter and Section needed to be updated, since that referenced section is
being renumbered in another rule package.

A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or
justification for the rule or did not rely on in its evaluation of or justification for the rule, where the public may
obtain or review each study. all data underlying each study, and any analysis of each study and other supporting
material:

No studies were reviewed

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previ-
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ous grant of authority of a political subdivision of this state:

Not applicable

9. The summary of the economic, small business. and consumer impact:
AHCCCS anticipates minimal impact to the public because the rule changes are only technical or grammatical
changes and do not change the current business practice.

cable):
The Administration determined that R9-28-706(C) would be better located in R9-22-712, because it applies to inpa-
tient and both acute and long-term care programs. The Administration deleted R9-28-706(C) because it intends to
move the substance of that subsection to R9-22-712 (for which the Administration currently has a docket open).

In addition, minor technical and grammatical changes were made.

11. A summary of the comments made regarding the rule and the agency response to them:

None
12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:
None
13. Incorporations by reference and their location in the rules:
None

14. Was this rule previously adopted as an emergency rule?
No

15. The full text of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
ARIZONA LONG-TERM CARE SYSTEM

ARTICLE 7. STANDARDS FOR PAYMENTS

Section
R9-28-706. Payments by the Administration for Services Provided to an Eligible Persens-Person

ARTICLE 7. STANDARDS FOR PAYMENTS

R9-28-706.  Payments by the Administration for Services Provided to an Eligible Persens Person
A. Payment for medically necessary outpatient services.

1. The Administration shall pay for medically necessary outpatient services provided to an eligible persens-person from
the effective date of eligibility to the date of enrollment with a program contractor at the negotiated rate, capped fee-
for-service rate, or in the amount of the billed charges, whichever is lowest.

2. Eligible-persens An eligible person residing in areas-an area that are-is not served by a program eentraeters contractor
shal-be is eligible for ALTCS-covered services. The Administration shall make payment for medically necessary out-
patient services provided to these-individuals the person at the negotiated rate, capped fee-for-service rate, or in the
amount of the billed charges, whichever is lowest.

3. The Administration shall pay for medically necessary outpatient services provided to an eligible persens person by an
out-of-state previders prov1de r at the capped fee-for-service rate under R9-28-708 this Article or the Medicaid rate
that is in effect for the state in which the provider is located at the time services are provided in-the-state-in-which-the

provideristoeated, whichever is lower.
B. The Administration shall make payment in accordance with A-AZC-RI-22-H2 9 A.A.C. 22, Article 7 for covered hospital

services provided to an eligible persens-person on or after March 1, 1993.
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NOTICE OF FINAL RULEMAKING
TITLE 9. HEALTH SERVICES

CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
CHILDREN'S HEALTH INSURANCE PROGRAM

PREAMBLE
Sections Affected Rulemaking Action
R9-31-1616 Amend

The statutory authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01

Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(I), and 36-2908(C)

The effective date of the rules:
January 1, 2005

A list of all previous notices appearing in the Register addressing the final rule:
Notice of Rulemaking Docket Opening: 10 A.A.R. 1399, April 9, 2004
Notice of Proposed Rulemaking: 10 A.A.R. 3159, August 13, 2004

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Mariaelena Ugarte

Address: AHCCCS
Office of Legal Assistance
701 E. Jefferson, Mail Drop 6200
Phoenix, AZ 85034

Telephone: (602) 417-4580
Fax: (602) 253-9115
E-mail: AHCCCSRules@ahcccs.state.az.us

An explanation of the rule. including the agency’s reasons for initiating the rule:
The rules are being amended as result of a rule review completed in other Chapters pertaining to the same subject
matter.

During the review process it was found that clarification was needed in areas where the rules were outdated, and
clarifying verbiage was necessary to explain how payments are made and to whom, for a Native American member.

A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or
justification for the rule or did not rely on in its evaluation of or justification for the rule, where the public may
obtain or review each study. all data underlying each study, and any analysis of each study and other supporting
material:

No studies were reviewed.

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previ-

ous grant of authority of a political subdivision of this state:
Not applicable

The summary of the economic, small business, and consumer impact:
AHCCCS anticipates minimal impact to the public because the rule changes are only technical or grammatical
changes and do not change the current business practice.

10. A description of the changes between the proposed rules. including supplemental notices. and final rules (if appli-

cable):
R9-31-1616(A), the Administration clarified that the extent of financial liability for a contractor is the same as for the
Administration.

R9-31-1616(E) was deleted because it addressed a specific situation that no longer exists and it is not expected to
occur in the future. It was also unclear whether the Administration had the statutory authority to enforce the provi-
sion.

In addition, minor technical and grammatical changes were made.
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A summary of the comments made regarding the rule and the agency response to them:
None

Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:
None

13. Incorporations by reference and their location in the rules:

(o=

14.

None

Was this rule previously adopted as an emergency rule?
No

15. The full text of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
CHILDREN'S HEALTH INSURANCE PROGRAM

ARTICLE 16. SERVICES FOR NATIVE AMERICANS

Section
R9-31-1616. Standards for Payments

ARTICLE 16. SERVICES FOR NATIVE AMERICANS

R9-31-1616. Standards for Payments

A.

The Administration sha i idi i 55 i v has
no financial responsibility for services prov1ded to a member beyond the effectlve date of term1nat1on of a member s e11g1-
bility. -e%eﬂfel-l-meﬁt—&s—speerﬁed—lﬂ—A—R—S—§%6-2-98—7—

A contractor has no financial responsibility for services provided to a member beyond the last date of enrollment except as
nrov1ded in Artlcles 2 and 5 of Chaoter 22 of th1s Title, and as soemﬁed in contract.

P-C.The Administration shall pay inpatient and outpatient hospital services previded-rendered by a provider under referral

1.

from the IHS or a Tribal Facility provider based on A.R.S. §§ 36-2987, 36-2904, 36-2903.01, and-A.A.C. R9-22-712, and
AAC. A C. R9 22 718 as appllcable Dlscounts and penaltles shal—l—be—&s—are spe01ﬁed in A R S. § 36- 2987(C)

NOTICE OF FINAL RULEMAKING

TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

PREAMBLE
Sections Affected Rulemaking Action
R20-6-1001 Amend
R20-6-1002 Amend
R20-6-1003 Amend
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R20-6-1004 Amend
R20-6-1005 Renumber
R20-6-1005 New Section
R20-6-1006 Renumber
R20-6-1006 Amend
R20-6-1007 Renumber
R20-6-1007 Amend
R20-6-1008 Renumber
R20-6-1008 New Section
R20-6-1009 Renumber
R20-6-1009 New Section
R20-6-1010 Renumber
R20-6-1010 Amend
R20-6-1011 Renumber
R20-6-1011 Amend
R20-6-1012 Renumber
R20-6-1012 Amend
R20-6-1013 Renumber
R20-6-1013 Amend
R20-6-1014 Repeal
R20-6-1014 Renumber
R20-6-1014 Amend
R20-6-1015 Renumber
R20-6-1015 New Section
R20-6-1016 Renumber
R20-6-1016 Amend
R20-6-1017 Renumber
R20-6-1017 Amend
R20-6-1018 New Section
R20-6-1019 New Section
R20-6-1020 New Section
R20-6-1021 New Section
R20-6-1022 Renumber
R20-6-1022 Amend
R20-6-1023 Renumber
R20-6-1023 Amend
R20-6-1024 New Section
Appendix A Renumber
Appendix A New Section
Appendix B Renumber
Appendix B New Section
Appendix C Renumber
Appendix C Amend
Appendix D Renumber
Appendix D Amend
Appendix E New Section
Appendix F New Section
Appendix G New Section
Appendix H New Section
Appendix | New Section
Appendix J New Section

The statutory authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statutes: A.R.S. §§ 20-143, 20-1691.02

Implementing statutes: A.R.S.§§ 20-143,20-1691.01, 20-1691.04, 20-1691.06, 20-1691.11

The effective date of the rules:
January 3, 2005

List of all previous notices appearing in the Register addressing the proposed rules:
Notice of Rulemaking Docket Opening: 10 A.A.R. 323, January 23, 2004

Notice of Proposed Rulemaking: 10 A.A.R. 1084, March 26, 2004

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Margaret McClelland
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Address: Department of Insurance
2910 N. 44th St., Second Floor
Phoenix, AZ 85018

Telephone: (602) 912-8456
Fax: (602) 912-8452

An explanation of the rule, including the agency's reasons for initiating the rule:

This rulemaking carries out the mandates of Laws 2003, Ch. 133, which became effective on September 18, 2003 and
amended the Arizona long-term care insurance statutes for closer conformity with the National Association of Insur-
ance Commissioners' (NAIC) Long-Term Care (LTC) Insurance Model Act and Regulations. The NAIC LTC Insur-
ance Model Regulation is already in effect in a number of states and this rulemaking will result in greater uniformity
for insurers that operate in 48 other states and may obviate the need to re-file and seek approval for forms used after
these rules become effective in Arizona.

A reference to any study relevant to the rules that the agency reviewed and either proposes to rely on in its evalua-

tion of or justification for the rules or proposes to rely on in its evaluation of or justification for the rules, where the
public may obtain or review the study, all data underlying each study. any analysis of each or study and other sup-
porting material:

None

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previ-
ous grant of authority of a political subdivision of this state:

Not applicable

The summary of the economic, small business and consumer impact:

The NAIC LTC Insurance Model Regulation is already in effect in 48 states and this rulemaking will result in greater
uniformity for insurers that operate in Arizona and those other states and may obviate the need to re-file and seek
approval for forms used after these rules become effective in Arizona. The cost of compliance in Arizona is will be
greatly reduced by the predictability and uniformity of the requirements in these rules. What is required in these rules
is generally already required to be provided in 48 other states, which means that generally, what is already provided
for those other states will only need to be duplicated for Arizona. There are currently 65 companies selling long-term
care insurance in Arizona.

Long-term care insurers will have some increased disclosure requirements under these rules. As a result, the insurers
may have to produce disclosure documents that they do not currently produce and may incur additional costs for
printing, copying, and mailing. The economic impact per policyholder will likely be insignificant, and the overall
economic impact as a result of this rulemaking should be minimal to moderate. Additionally, under these rules, insur-
ers will have to provide more information to justify rate increases. This could result in less frequent rate increases.

The consumers involved are consumers of long-term care insurance. Policyholders may have somewhat higher rates
initially, but, as a result of these rules, rates for long-term care insurance should stabilize with a resulting cost savings
over the life of the policy. The rules will provide protections to the consumer through better disclosure of information
about the insurer and enhanced suitability requirements. Consumers will have an unquantifiable benefit of being
more aware of what they are purchasing, making them better able to make decisions about their purchase and making
them better-protected consumers.

Few small businesses will be directly impacted by this rule. The insurers that offer long-term care insurance are large
corporations that can absorb the costs of paying out long-term care benefits. There may be some small business who
might benefit indirectly from additional printing and copying opportunities, but is it possible that many insurers will
print and copy in-house. Some consulting actuarial businesses may receive additional business as a result of these
rules.

The Department does not believe that small businesses will be directly impacted by this rule, therefore, the Depart-
ment does not believe it is necessary to reduce the impact on small businesses.

There will be a minimal economic impact on the Department, the Secretary of State and the Governor’s Regulatory
Review Council for costs associated with the rulemaking process.

10. A description of the changes between the proposed rules. including supplemental notices. and final rules (if appli-

cable):

R20-6-1002(4) is amended to correct the citation A.R.S. § 20-2102(18) to 20-2102(19).
R20-6-1002(5) is amended to correct the citation A.R.S. § 20-2102(21) to 20-2102(22).
R20-6-1003(A) is revised to add the following:

4. “Agent” means a insurance producer as defined in A.R.S. § 20-281(5).
R20-6-1003(A)(9) is revised as follows:
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“Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, et cup, or table, or by
a feeding tube or intravenously.

R20-6-1003(A)(11) is revised as follows:

“Hands-on assistance” means physical help to an individual who could not perform a partiesdar an activity of daily
living without help from another individual, and includes minimal, moderate, or maximal help.

R20-6-1005(E) is amended to add, “The application or enrollment form for such policies or certificates shall clearly
indicate the payment plan selected by the applicant.”

The second sentence of R20-6-1006(D)(2) is revised as follows:

If premlum increases or additional premlums w111 be based on the attamed age of the apphcant at the time of
the increase, the insurer shall a he-mag e

Drov1de a reV1sed schedule of attalned age premiums.

R20-6-1007(A) is amended to restore: “Except for riders or endorsements by which the insurer effectuates a request
made in writing by the insured under an individual long term care insurance policy.”

R20-6-1017(B)(4) is revised to delete “material” to be consistent with A.R.S. § 20-443.

The term “producer” is changed to “insurance producer” throughout the rules to be consistent with the defined term in
A.R.S. § 20-281(5).

The Department made non-substantive changes to correct Section numbering and headings.
Additional non-substantive changes were made in response to comments from the GR.R.C. staff.

11. A summary of the comments made regarding the rules and the agency responses to them:
The Department held an oral proceeding and received oral comments from two persons and then follow-up comment
letters from those same persons, on behalf of American Council of Life Insurers (ACLI) and the other on behalf of
America's Health Insurance Plans. Generally, the oral comments and the letters request various revisions for purposes
of conformity with the NAIC Model Long-Term Care Insurance Regulation (Model).

1. Comment: The proposed regulation uses the term “producer” instead of “agent” which is in the Model Act and on
various ACLI forms. The ACLI requests, to save the cost of printing new forms, that the Department allow continued
use of the terms “agent” and “accident and sickness” until the forms are reprinted or upon filing a new product.
Response: The Department will continue to accept forms with the terms “agent” and “accident and sickness” until
current forms run out, or for one year from the effective date of these rules, whichever is sooner. Additionally, the
person who has been typically known in the industry as an agent, is currently defined in Arizona as an “insurance pro-
ducer” in A.R.S. § 20-487(6). However, because the term “agent” is a term that is well established and understood in
the industry, particularly by senior citizens who are the primary consumers of long-term care insurance, and because
the term “agent” is more widely used in the industry and on insurance forms, forms required by the NAIC, and docu-
ments in general, the Department will add a definition that defines an “agent” to mean an “insurance producer” to
reduce confusion among consumers.

2. Comment: It appears that the proposed rules have lessened the implementation period by 60 days or two months. The

ACLI requests clarification that the implementation period will be the same as outlined in the Model Act.
Response: The NAIC model rules provide for various implementation time periods for several sections of the rules.
The Department rules shorten those time periods by two months, or 60 days because, under the Arizona Administra-
tive Procedures Act, there is a 60-day delay in effectiveness of final rules after they are filed with the Office of the
Secretary of State (SOS). Even though the rules do not become effective for 60 days after filing with the SOS, there
will be no changes made to the rules after filing, therefore, the insurers will know exactly the requirements of the final
rules and can use those two months of delay in effectiveness to begin any implementation processes they need to
begin. The Department does not believe there is any need to extend the implementation period any longer, particu-
larly in light of the Department's decision to accept forms as discussed in the response to comment #1.

3. Comment: ACLI requests that, in the case of a discrepancy between the Arizona rules and the Model, the Arizona

proposed rules be revised to be consistent with the Model.
Response: The Department has used the Model to conform the rules to the Model as closely as practicable. The
Department believes that conformity with the Model is important for consistency with rules put in place by other
states and to avoid confusion and expense as a result of Arizona rules being different from those of the 48 states that
have adopted the Model. There are, however, a very few instances where Arizona law, the director's interest of pro-
tecting Arizona citizens, or other overriding interests require that Arizona rule language vary from the Model. But,
overall, Arizona will maintain consistency with the Model.

4. Comment: The Department omitted language from the introductory section of the Model that states that the purpose
of the regulation is to implement the NAIC Long-Term Care Insurance Model Act (Act). ACLI requests that Arizona
include consistent language in the rules.

Response: The Department did not include that language because that language specified is introductory language,
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not regulatory language, and it would not be appropriate to include it as regulatory language in the rules. The pream-
ble of this rulemaking does acknowledge that the rules are amended for closer conformity with the Act. That is the
more appropriate place for that language.

Comment: The reference for the definition of “personal information” should be changed from A.R.S. § 20-2102(18)
to 20-2102(19).

Response: The Department agrees and the rule is amended accordingly.

Comment: Some aspects of the Model definition of “similar policy forms” are omitted in the Arizona definition found
in A.R.S. § 20-2102(22).

Response: The aspects that were omitted relate to group rates. Arizona has no authority to regulate group rates, there-
fore, no authority to include such references in the definition.

Comment: Arizona's definition of “cognitive impairment” in R20-6-1003(A)(6) should read “time or place”, rather
than “time and place”, to be consistent with the Model.

Response: The Model actually reads “place and time”; however, the Department agrees that the language should read
“place, or time” and the rule is revised accordingly.

Comment: The term “particular activity” in the definition of “hands on assistance” is not defined; whereas, “activity
of daily living” is in R20-6-1003(1). The definition of “hands on assistance” should be revised to be consistent with
the Model.

Response: The Department will revise R20-6-1003(11) for consistency with the Model as follows:

“Hands-on assistance” means physical help to an individual who could not perform & partietdar an activity of daily
living without help from another individual, and includes minimal, moderate, or maximal help.

Comment: Arizona's definition of “eating” in R20-6-1003(A)(8) does not include the term table as a receptacle as the
Model does. Requests that Arizona language be consistent.

Response: The rule is revised for consistency with the Model as follows:

“Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, e cup, or table, or by
a feeding tube or intravenously.

Comment: R20-6-1004(E)(3) should be revised to include the phrase “for at least six months immediately prior to ter-
mination” to be consistent with the Model.

Response: The Department disagrees that this phrase should be added. This requirement would add a requirement
that would be more restrictive to persons with long-term care insurance than persons with other types of insurance
under Title 20 that do not require a minimum period of coverage, such as conversions and continuation of coverage
under the Consolidated Omnibus Budget Reconciliation Act of 1986 (Public Law 99-272).

Comment: R20-6-1004 (E)(4) should be revised to restore the phrase “including, but not limited to” in the text of this
subsection. The commenter believes the omission restricts comparison to the items listed.

Response: The Department deleted that phrase to comply with the current rule writing standards set forth in the Ari-
zona Rulemaking Manual. The deletion of this phase should not affect the overall consistency of this rulemaking with
the model.

Comment: R20-6-1004(H)(1)(a) should be revised to remove the requirement that an enrollee be provided verifica-
tion of enrollment information within three business days to be consistent with the Model which does not place a spe-
cific time limit on the group policyholder or insurer for providing enrollment verification.

Response: The Department believes that setting a time limit for verification of enrollment information is a reasonable
practice and protective of the public, particularly senior citizens who are consumers of long-term care insurance. This
is not an unusual practice, as other types of insurance have such a requirement. The Department will continue to
require that this verification, however, the rule will be amended to allow that verification be provided to the enrollee
within five business days of enrollment, instead of three days. The requirement of the verification remains protective
of the public and the Department does not believe that the additional two days harms the interests of the insured.
Comment: The Department should add to R20-6-1004(I) the following language from the Model:

A long-term care insurance policy or certificate, if it provides for home health or community care services, shall pro-
vide total home health or community care coverage that is a dollar amount equivalent to at least one-half of one year's
coverage available for nursing home benefits under the policy or certificate, at the time covered home health or com-
munity care services are being received. This requirement shall not apply to policies or certificates issued to residents
of continuing care retirement communities

Response: A.R.S. § 20-1691.03(C) requires that the policy provide long-term care coverage for at least 24 consecu-
tive months. In this instance, if the Department adopted the Model language, the language would be in conflict with
the statute.

Comment: R20-6-1005(D) should be revised to exclude the following sentence:

An insured may add a designated recipient or change a designated recipient at any time by notifying the insurer in
writing, and providing the name and address for the new designated recipient.

The Department should add Model language that states: “The insurer shall notify the insured of the right to change
this written designation, no less often than once every two years.”
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Response: The Department believes that the Model language is too restrictive and would not allow insureds to make
changes as situations arise necessitating change. Department believes the language in the rules is necessary for the
protection of insureds, particularly elderly insureds.

Comment: The following sentence should be added to R20-6-1005(E) for consistency with the Model: “The applica-
tion or enrollment form for such policies or certificates shall clearly indicate the payment plan selected by the appli-
cant.”

Response: The Department will make this change for consistency with the Model.

Comment: The rate stabilization will operate to determine the appropriate premiums and it is difficult to predict the
premiums based upon these requirements. The ACLI requests the second sentence in R20-6-1006(D)(2) be consistent
with the Model.

Response: This second sentence applies only to attained-age premiums. If premiums are to be increased or added, the
insurer should be required to provide a revised schedule of attained-age premiums. This requirement for an attained-
age premium schedule is not a new provision as it is required at the time of original filing policy. The second sentence
of R20-6- 1006(D)(2) is revised for clarity as follows:

If premium increases or addltlonal premlums W111 be based on the attalned age of the apphcant at the time of the
increase, the insurer shall he-mag e h mitims-th phicant-w
ages—75—aﬂd—8§—fer—beﬁeﬁt—mefe&ses nrov1de a reV1sed schedule of attalned -age premiums.

Comment: Arizona should restore the following language to R20-6-1007(A) for consistency with the Model: “Except
for riders or endorsements by which the insurer effectuates a request made in writing by the insured under an individ-
ual long term care insurance policy.”

Response: The Department has restored the language to R20-6-1007(A) for consistency with the Model in response
to this comment.

Comment: R20-6-1009(B) should be revised to allow an insurer 30 days before a form is available for sale to provide
disclosure documents and actuarial certification, rather than at the time of filing with the Department.

Response: The Department disagrees. This information must be provided to the Department at the time of filing
under A.R.S. § 20-1691.08, which requires the Director to approve or disapprove the filing within 30 days of receipt
of the filing or the filing is deemed approved. Disclosure documents and an actuarial certification need to be reviewed
as part of the approval process, so they must be included with the initial filing in light of the minimal time-frame for
review of the filing.

Comment: The first sentence in R20-6-1009(C) should be revised to change “may require” to “may request”.
Response: The Department disagrees. If the Department needs information from an insurer because it is necessary for
the protection of the consumers, or to otherwise carry out Department mandates, the Department must be able to
require that the information be provided. No change.

Comment: R20-6-1009(B) should be made consistent with the Model language in Section 10(B) and 10(C)(2). The
Model provides that material must be provided 30 days before the form is available for sale; whereas, the rule makes
the information due at the time of filing.

Response: The Department will remain consistent with statutory requirements in A.R.S. § 20-1691.08 and require
that the information be provided at the time of filing.

Comment: R20-6-1014(C) should be revised to include Model language that states: Any policy illustration that meets
the applicable requirements of the NAIC Life Insurance Illustrations Model Regulation.” The commenter states that
this is another condition that determines compliance for policies where benefits are through acceleration.

Response: This language would be appropriate in a state that has adopted the NAIC Life Insurance Illustrations
Model Regulation which is different from the model rules being considered here. Three bills have been submitted in
the past to the Arizona legislature for consideration of adoption of this model regulation, but to date, Arizona has not
adopted it, therefore, it would not be appropriate to add this language to this rule.

Comment: R20-6-1015 is missing the Model provision for additional time for new certificates on existing group pol-
icies to become subject to the rate increase rules; the rules do not apply until the policy anniversary following a date
one year after the adoption date.

Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
Comment: R20-6-1015 is missing the Model provision that states “In the event that it is necessary to maintain consis-
tent premium rates for new certificates and certificates receiving a rate increase, the insurer will need to file compos-
ite rates reflecting projections of new certificates.”

Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
Comment: R20-6-1015(G) omits the adverb “adequately” as found in the Model.

Response: The word “adequately” is omitted to be consistent with rulewriting standards in the Arizona Rulemaking
Manual.

Comment: The rules do not contain a Model provision regarding group insurance that would provide for an exception
when the terms of R20-6-1015(G) and (I) are met.

Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
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26. Comment: R20-6-1017(A)(4) does not contain the Model exception that provides, in the case of qualified long-term
care insurance contracts, an inquiry into whether a prospective applicant or enrollee for long-term care insurance has
accident and sickness insurance is not required.

Response: The Department believes that this inquiry is necessary for consumer protection, and the fact that this is a
qualified long-term care contract does not mean that those consumers are worthy of less protection.

27. Comment: The rules omit Model language relative to filing requirements for advertising.

Response: In Arizona, A.R.S. § 20-1110(E) governs filing requirements for advertisement, therefore, the Department
has not included the Model requirements.

28. Comment: AHIP requests clarification whether, when insurers are required to file new disclosure documents, they

also be required to provide an actuarial certification for approved policy forms if the rates on the forms do not
change? AHIP requests that Arizona not require an actuarial certification for policy forms without new rates if the
forms were actuarially certified upon initial filing.
Response: It is unclear what disclosure documents are being referred to. If the commenter means forms such as
appendices at the end of the rules, actuarial certification will not be required as long as policy forms and rates were
previously approved and the forms and rates remain unchanged. However, if these are new policy forms or filings of
rate increases, actuarial certification will be required.

29. Comment: AHIP requests clarification whether the Department will require an endorsement to implement the provi-
sion under R20-6-1004(C) regarding extension of benefits. AHIP requests no endorsement and that the language be
identical to the Model and that no endorsement be required if the policy provides that the extension of benefits upon
lapse may be limited to the policy period or to payment of the maximum benefits.

Response: Without reviewing the language in these policies, the Department is unable to determine whether the lan-
guage in the policy is the same. It is very important that this information be disclosed to policyholders, so, in the
interest of consumer protection and uniformity, the Department will require an endorsement.
12. Any other matters prescribed by the statute that are applicable to the specific agency or to any specific rules or
class of rules:

Not applicable

13. Incorporations by reference and their location in the rule:
Not applicable

14. Were the rules previously made as emergency rules?
No

15. The full text of the rules follows:

TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

ARTICLE 10. LONG-TERM CARE INSURANCE

Section

R20-6-1001. Applicability and Scope
R20-6-1002. Definitions

R20-6-1003.  Policy Definitiens Terms
R20-6-1004. Required Policy Provisions an

R20-6-1005. Unintentional Lapse
R20-6-1005-R20-6-1006. Inflation Protection

R20-6-1006.R20-6-1007. Required Disclosure Provisions

R20-6-1008. Required Disclosure of Rating Practices to Consumers

R20-6-1009. Initial Filing Requirements

R20-6-1007.R20-6-1010. Requirements for Application Forms and Replacement Coverage
R20-6-1008-R20-6-1011. Prohibition Against Post-claims Underwriting

R20-6-1009-R20-6-1012. Discretionary Powers of Director

R20-6-1010:R20-6-1013. Reserve Standards

R20-6-10H-R20-6-1014. Loss Ratio

R20-6-1015. Premium Rate Schedule Increase

R20-6-1042-R20-6-1016. Filing Requirement Requirements for Group Peliey Policies Issued-inAnother-State
R20-6-1643-R20-6-1017. Standards for Marketing
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R20-6-1018. Suitability
R20-6-1019. Nonforfeiture Benefit Requirement

R20-6-1020. Standards for Benefit Triggers

R20-6-1021. Additional Standards for Benefit Triggers for Qualified Long-term Care Insurance Contracts
R20-6-1045-R20-6-1022. Standard Format Outline of Coverage

R20-6-10+6:R20-6-1023. Requirement to Deliver Shopper's Guide

R20-6-1024. Instructions for Appendices

Appendix A. Long-term Care Insurance Personal Worksheet

Appendix B.  Long-term Care Insurance Potential Rate Increase Disclosure Form

Appendix AC. Notice to Applicant Regarding Replacement of Individual Aeetdent-and-Siekness Health or Long-term Care
Insurance

Appendix BD. Notice to Applicant Regarding Replacement of Aeeident-and-Siekness Health or Long-term Care Insurance

Appendix E.  Long-term Care Insurance Replacement and Lapse Reporting Form

Appendix F.  Long-term Care Insurance Claims Denial Reporting Form
Appendix G.  Rescission Reporting Form for Long-term Care Policies

Appendix H. Things You Should Know Before You Buy Long-term Care Insurance
Appendix I.  Long-term Care Insurance Suitability Letter

Appendix €J. Long-term Care Insurance Outline of Coverage
ARTICLE 10. LONG-TERM CARE INSURANCE

R20-6-1001. Applicability and Scope
Except as otherwise specifically prov1ded this Article apphes to all 10ng term care 1nsurance p011c1es delivered or 1ssued for

R20-6-1002. Definitions
A—Fer—pufpeses—eaf The deﬁnltlons in A R. S 8 20 1691 and the followmg deﬁnltlons am)lv in th1s Artlcle—the—tefms—bﬂg-

Q¥ g

1. “Incidental” means that the value of the long-term care benefits provided is less than 10% of the total value of the

benefits provided over the life of the policy, with value measured as of the date of issue.

2. “Long-term care benefit classification” means one of the following:
a. Institutional long-term care — benefits only;
b. Non-institutional long-term care — benefits only; or
c. Comprehensive long-term care benefits.

B-3. A “managed-Managed care plan” s means a health care or assisted living agreement designed to coordinate patient
care or control costs through utilization review, case management, e use of specific provider networks, or a combina-
tion of these methods.

“Personal information” has the same meaning prescribed in A.R.S. § 20-2102(19).
“Privileged information” has the same meaning prescribed in A.R.S. § 20-2102(22).
“Qualified actuary” means a member in good standing of the American Academy of Actuaries.

13

‘Similar policy forms” means all long-term care insurance policies and certificates that are issued by a particular
insurer and that have the same long-term care benefit classification as a policy form being reviewed.

R20-6-1003. Policy Definitions Terms
A. Ne A long-term care insurance policy delivered or issued for delivery in this state shall not use the terms set forth below,
unless the terms are defined in the policy and the definitions satisfy the following requirements:
1. “Activities of daily living” means eating, toileting, transferring, bathing, dressing, or continence.
+:2. “Acute condition” means that the an individual is medically unstable—Sueh-an-individual and requires frequent moni-
toring by medical professionals, such as physicians and registered nurses, #n-erder to maintain his-er-her the individ-
ual’s health status.
3. “Adult day care” means a program of social and health-related services for six or more individuals, that is provided
during the day in a community group setting, for the purpose of supporting frail, impaired, elderly, or other disabled
adults who can benefit from the services and care in a setting outside the home.

=S

4. “Agent” means an insurance producer as defined in A.R.S. § 20-281(5).

5. “Bathing” means washing oneself by sponge bath, or in a tub or shower, and includes the act of getting in and out of
the tub or shower.

6. “Cognitive impairment’ means a deficiency in a person’s:

a. Short or long-term memory;
b. Orientation as to person, place, or time;
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c. Deductive or abstract reasoning; or
d. Judgment as it relates to safety awareness.

7. “Continence” means the ability to maintain control of bowel and bladder function, or when unable to maintain con-
trol, the ability to perform associated personal hygiene, such as caring for a catheter or colostomy bag.

8. “Dressing” means putting on and taking off all items of clothing and any necessary braces. fasteners, or artificial
limbs.

9. “Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, cup. or table, or by a
feeding tube or intravenously.

2:10.“Guaranteed renewable” means the insured has the right to continue the a long-term-care insurance policy in force by
the timely payment of premiums and shes the insurer has no unilateral right to make any change in any provision of
the policy or rider while the insurance is in force, and cannot decline to renew, except that the insurer may revise rates

may-berevised-by-the-insurer on a class basis.

11. “Hands-on assistance” means physical help to an individual who could not perform an activity of daily living without

help from another individual, and includes minimal, moderate, or maximal help.
3-12.“Home health services” means these the services described A.R.S. § 36-151.

13. “Level premium” means that an insurer does not have any right to change the premium, even at renewal.

4:14.“Medicare” means “The Health Insurance for the Aged Act, Title XVIII of the Social Security Amendments of 1965
as Then Constituted or Later Amended,” or “Title I, Part I of Public Law 89-97, as Enacted by the Eighty-Ninth Con-
gress of the United States of America and popularly known as the Health Insurance for the Aged Act, as then consti-
tuted and any later amendments or substitutes thereof,” or words of similar import.

5 “Mentalornervous-disorde halbnot-be-definedto-inecludemorethanneurost . i vehtopd

hosis. | onal di Hicorder

6:15.“Noncancellable” means the insured has the right to continue the long-term care insurance in force by the timely pay-
ment of premiums during which period the insurer has no right to unilaterally cancel or make any change in any pro-
vision of the insurance or in the premium rate.

16. “Personal care” means the provision of hands-on assistance to help an individual with activities of daily living in rela-
tion to the level of skill required, the nature of the care, and the setting in which the care must be delivered.

13

17. “Toileting” means getting to and from the toilet, getting on and off the toilet, and performing tasks associated with

personal hygiene.
18. “Transferring” means moving into or out of a bed. chair, or wheelchair.

B. Any long-term care policy delivered or issued for delivery in this state shall include the following policy terms and provi-
sions as specified in this subsection:
1. “Home care” shall be defined in relation to the level of skill required, the nature of the care, and the setting in which
the care must be delivered.
2. “Intermediate care” shall be defined in relation to the level of skill required, the nature of the care, and the setting in
which the care must be delivered.

3. “Mental or nervous disorder” shall not be defined to include more than neurosis, psychoneurosis, psychopathy, psy-
chosis, or mental or emotional disease or disorder.
4. “Skilled nursing care, “itermediate-care;—persenal-eare;”heme-eare;-and-other-serviees shall be defined in rela-

tion to the level of skill required, the nature of the care and the setting in which care is delivered.
€5. Al Service providers efserviees, including but-netlimited—te “skilled nursing facility,” “extended care facility,”
“intermediate care facility, 75

9 ¢

convalescent nursing home,”; “personal care facility,” and “home care agency” shall be
defined in relation to the services and facilities required to be available and the licensure or degree status of those pro-
viding or supervising the services—Fhe-definition and may require that the provider be appropriately licensed or certi-
fied.
R20-6-1004. Required Policy Provisions and
efits;-Continuatione ORVE
A. Renewability previstens:
1. An individual Iadividual long-term care insurance pelieies policy shall contain a renewability provision—Ne-pekey
issted-to-anindividual-shall-containrenewal-provisions-otherthan which shall be either “guaranteed renewable” or
“noncancellable”. Sueh The renewability provision shall be appropriately captioned, shall appear on the first page of
the policy, and shall elearly state the tor—where Himited;-ef renewability-and-the-durationo ofcoverage
for-whieh-the poliey-is-issued-and-for which-it may berenewed that the coverage is guaranteed renewable or noncan-
cellable. This requirement shall does not apply to these a long-term care insurance pelietes-whieh-are policy that is
part of or combined with a life insurance pehietes-whieh-de policy that does not contain a renewability provision and
under-whieh-that reserves the right not to renew isreserved solely to the policyholder.
2. An insurer shall not use the Fhe terms “guaranteed renewable” and “noncancellable” shall-retbeused in any individ-
ual long-term care insurance policy without further explanatory language in-aceerdanee-with according to the disclo-
sure requirements of this Article.
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3. A qualified long-term care insurance policy shall have the guaranteed renewability provisions specified in Section
7702B(b)(1)(C) of the Internal Revenue Code of 1986 in the policy.

4. A long-term care insurance policy or certificate shall include a statement that premium rates are subject to change,
unless the policy does not afford the insurer the right to raise premiums.

Limitations and Exclusions-

1. Ifalong-term care insurance policy or certificate contains any limitations with respect to preexisting conditions, saeh
the limitations shall appear as a separate paragraph of the policy or certificate and shall be labeled as “Preexisting
Condition Limitations.”

2. A long-term care insurance policy or certificate containing any limitations or conditions for eligibility ether—than
these not prohibited by A.R.S. §§ 20-169+-02-and 20-1691.03 and 20-1691.05 shall set—fefth—a—deseﬂpﬂeﬂ—ef—sueh
describe the limitations or conditions, including any required number of days of confinement, in a separate paragraph
of the policy or certificate and shall label saeh the paragraph “Limitations or Conditions on Eligibility for Benefits.”

3. Ne A policy may shall not be delivered or issued for delivery in this state as long-term care insurance if saeh the pol-
icy limits or excludes coverage by type of illness, treatment, medical condition or accident, except as follows:

a. Preexisting conditions or disease;

b. Mental or nervous disorders; however, this shall not permit exclusion or limitation of the benefits on the basis of
Alzheimer's Disease;

c. Alcoholism and drug addiction;

d. Illness, treatment or medical condition arising out of:

i.  War, declared or undeclared, or act of war;

ii. Participation in a felony, riot, or insurrections;

iii. Service in the armed forces or auxiliary units auxtiary-therete;

iv. Suicide, attempted suicide, or intentionally self-inflicted injury; or

v. Aviation, if non-fare-paying passenger.

Treatment provided in a government facility, unless otherwise required by law;

serviees Services for which benefits are available under Medicare or other governmental program, except Medic-

aid;

any Any state or federal workers' compensation, employer's liability or occupational disease law, or any motor

vehicle no-fault law;

serviees Services provided by a member of the covered person's immediate family and services for which no

charge is normally made in the absence of insurance-.

Expenses for services or items available or paid under another long-term care insurance or health insurance pol-

icy; or
J- In the case of a qualified long-term care insurance policy, expenses for services or items to the extent that the

expenses are reimbursable under Title XVIII of the Social Security Act or would be reimbursable but for the
application of a deductible or coinsurance amount;

£4. Subsection (B)(2) efthisrale-isnotintended-te does not prohibit exclusions and limitations by type of provider or ter-
ritorial limitations.

Extension of benefits:
A Leng-term long-term care insurance peletes policy shall provide that termination of long-term care insurance shall-be
is without prejudice to any benefits payable for institutionalization if saeh the institutionalization began while the long-
term care insurance was in force and continues without interruption after termination. An insurer may limit this Sueh
extension of benefits beyend-the period %he—leﬁg-teﬂﬂ—eafe—msufaﬂee—w&s—m—fefee—may—be—hﬁm to the duration of the
benefit period, if any, or to payment of the maximum benefits—and-may-be-subjeet-te-any and the insurer may still apply
any policy waiting period and all other applicable provisions of the policy.
Reinstatement
A long-term care insurance policy shall include a provision for reinstatement of coverage if a lapse occurs if the insurer
receives proof that the insured was cognitively impaired or had a loss of functional capacity before expiration of the grace
period in the policy. The option to reinstate shall be available to the insured for at least five months after the date of termi-
nation and shall allow for the collection of past due premiums, as appropriate. The standard of proof of cognitive impair-
ment or loss of functional capacity shall not be more stringent than the benefit eligibility criteria for these conditions set
forth in the original long—term care policy.

e

=

BE. Continuation or conversion prVlS—tGﬂS—

1. A group Greup long-term care insurance policy issued-in-this-state-on-or-after-the-effective-date-of this-Seetion shall
provide covered individuals with a basis for continuation or conversion of coverage as specified in this subsection.

2. A The policy previding-abasisfer-eontinuation-of-eoverage shall include a peliey provision whieh that maintains

coverage under the existing group policy when suehk the coverage would otherwise terminate, and-whieh-is subject

only to the continued timely payment of pfemrum premiums when due. Greup-pelieies-whichrestriet A group policy
that restricts provision of benefits and services to, or eentain has incentives to use certain providers and/er or facili-
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ties, may provide continuation benefits whieh that are substantially equivalent to the benefits of the existing group
policy. The Director shall make a determination as to the substantial equivalency of benefits and, in doing so, shall
take into consideration the differences between managed care and non-managed care plans, including;butnetlimited
te; provider system arrangements, service availability, benefit levels and administrative complex1ty

3. A The policy previding-a-basis-for-econversion-efeoverage shall include a peliey provision that an individual, whose
coverage under the group policy would otherwise terminate or has been terminated for any reason, including discon-
tinuation of the group policy in its entirety or with respect to an insured class, who has been insured under the group
policy (and any group policy which it replaced), shall-be is entitled to the issuance of a converted policy by the
insurer under whose group policy he-ershe the individual is covered, without evidence of insurability.

a4. A converted policy shall be an individual policy of long-term care insurance providing benefits identical to or bene-
fits determined-by that the Director determines to be substantially equivalent to or in excess of those provided under
the group policy from which conversion is made. Where the group policy from which conversion is made restricts
provision of benefits and services to, or contains incentives to use certain providers andter or facilities, the Director,
in making a determination as to the substantial equivalency of benefits, shall take into consideration the differences
between managed care and non-managed care plans;ineluding-butnettmited-te; provider system arrangements, ser-
vice availability, benefit levels and administrative complexity, and other plan elements.

b:5. An insurer may require an individual seeking a conversion policy to make a written Weittert application for the con-
verted policy shal-be-made and pay the first premium due, if any, shal-be-paid as directed by the insurer not later than
31 days after termination of coverage under the group policy. The insurer shall issue the converted policy shal-be
issted cffective on the day following the termination of coverage under the group policy. The converted policy ane
shall be renewable annually.

e-6. Unless the group policy from which conversion is made replaced previous group coverage, the insurer shall calculate
the premium for the converted policy shal-be-ealeunlated on the basis of the insured's age at inception of coverage
under the group policy from which conversion is made. Where If the group policy from which conversion is made
replaced previous group coverage, the premium for the converted policy shall be calculated on the basis of the
insured's age at inception of coverage under the group policy replaced.

4-7. An insurer is required to provide continuation Centinnation of coverage or issuance of a converted policy shal-be
m&ndﬁeweepﬂ%hew as provided in this subsection, unless:

Termination of group coverage resulted from an individual's failure to make any required payment of premium or
contribution when due; or
b. The terminating coverage is replaced not later than 31 days after termination, by group coverage that
1. Is effective on the day following the termination of coverage:
Hi. Prewviding Provides benefits identical to or benefits determined-by the Director determines to be substantially
equivalent to or in excess of those provided by the terminating coverage; and

GD)(S%e)ﬂ#ﬂﬂs—Seeﬁeﬂ subsection (E)(6).

5:8. Notwithstanding any other prov1510n of this Section, a converted policy issued that an insurer issues to an individual
who at the time of conversion is covered by another long-term care insurance policy whieh-prevides providing bene-
fits on the basis of incurred expenses, may contain a provision whichresults+irareduetion-of that reduces benefits
payable if the benefits provided under the additional coverage, together with the full benefits provided by the con-
verted policy, would result in payment of more than 100% of incurred expenses. Swek An insurer may include this
provision shal-enlybe-ineluded in the converted policy only if the converted policy also provides for a premium
decrease or refund whieh that reflects the reduction in payable benefits payable.

6:9. The converted policy mayprevide that the benefits payable under the converted policy, together with the benefits
payable under the group policy from which conversion is made, shall not exceed those that would have been payable
had the individual's coverage under the group remained in force and effect.

F10. Notwithstanding any other provision of this Section, any insured individual whose eligibility for group long-term
care coverage is based upon his-er-her the individual’s relationship to another person, shall-be is entitled to continua-
tion of coverage under the group policy upen-termination-of if the qualifying relationship terminates by death or dis-
solution of marriage.

E=F. Discontinuance and replacement:

If a group long-term care policy is replaced by another group long-term care policy issued to the same policyholder, the

succeeding insurer shall offer coverage to all persons covered under the previous group policy on its date of termination.

Coverage provided or offered to individuals by the insurer and premiums charged to persons under the new group policy:

1. Shall not result in any exclusion for preexisting conditions that would have been covered under the group policy
being replaced; and

2. Shall not vary or otherwise depend on the individual's health or disability status, claim experience, or use of long-
term care services.

G. Premium Increases
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An insurer shall not increase the premium charged to an insured because of:

a. The insured aging beyond age 65; or

b. The duration of coverage under the policy.

Purchase of additional coverage is not considered a premium rate increase, however, for the calculation required
under R20-6-1019, an insurer shall add to and consider the portion of the premium attributable to the additional cov-
erage as part of the initial annual premium.

3. A reduction in benefits is not considered a premium change, however, for the calculation required under R20-6-1019,
an insurer shall base the initial annual premium on the reduced benefits.

Electronic enrollment for group policies
1. For coverage offered to a group defined in A.R.S. § 20-1691(5)(a). any requirement that an insurer or insurance pro-

ducer obtain an insured’s signature is satisfied if:

a. The group policyholder or insurer obtains the insured’s consent by telephonic or electronic enrollment, and pro-
vides the enrollee with verification of enrollment information within five business days of enrollment; and

b. The telephonic or electronic enrollment process has safeguards to assure the accuracy, retention, and prompt

N retrieval of records, and the confidentiality of personal and privileged information.

2. If the Director requests, the insurer shall make available records showing the insurer’s ability to confirm enrollment
and coverage amounts.

Minimum standards for home health care benefits
1. A If an insurer issues a long-term care insurance policy or certificate may-net—f-it that provides benefits for home-
health serviees care, the policy or certificate shall not limit or exclude benefits by any of the following:

a. Byrequiring Requiring that the insured/elaimant would need skilled care in a skilled nursing facility if home

health services swere are not provided;

b. Bsrequiring Requiring that the insured/elaimant first or simultaneously receive nursing andter or therapeutic

services in a home or community setting before home health services are covered;

c. Byhmiting Requiring that eligible services to-serviees be provided by a registered surses nurse or licensed prac-

tical aueses nurse;

d. Bsrequiring Requiring that a nurse or therapist provide services covered by the policy that can be provided by a
home health aide or other licensed or certified home care worker acting within the scope of his-erher licensure or
certifications ;

Byrequiring Requiring that the insured/elaimant have an acute condition before home health services are cov-
ered;

By-limiting Limiting benefits to services provided by Medicare-certified agencies or providers—;

Excluding coverage for personal care services provided by a home health aide;

Requiring that home health care services be provided at a level of certification or licensure greater than that
required by the eligible service; or

i.  Excluding coverage for adult day care services.

2. An insurer may apply home Heme health care coverage may-be-applied to the non-home health care benefits pre-
wided in the policy or certificate when determining maximum coverage under the terms of the policy or certificate.

Appeals. Policy shall include a clear description of the process for appealing and resolving benefit determinations.

[

¢

[P

R20-6-1005. Unintentional Lapse

A.

B.

1o

I®

&=

An insured may designate in writing at least one person to receive notice of lapse and termination of a long-term care
insurance policy for nonpayment of premium, in addition to the insured. Designation shall not constitute acceptance of

any liability by the third-party notice recipient for services provided to the insured.
An insurer shall not issue a long-term care insurance policy until the applicant has provided either a written designation of

at least one person in addition to the applicant, who shall receive notice of lapse or termination, with the person’s full
name and home address, or the applicant’s written waiver, dated and signed, indicating that the applicant chooses not to

designate a notice recipient.

The insurer shall use a form for written designation or waiver that provides space clearly delineated for the designation.
The insurer shall include the following language on the form for waiver of the right to name a designated recipient: “Pro-
tection against unintended lapse. I understand that I have the right to designate at least one person other than myself to

receive notice of lapse or termination of this long-term care insurance policy for nonpayment of premium. I understand
that this notice will not be given until 30 days after a premium is due and unpaid. I elect NOT to designate a person to

receive this notice.”
At least once every two years, an insurer shall notify the insured of the right to change the person designated to receive

notice in subsection (A). An insured may add, delete, or change a designated recipient or change a designated recipient at

any time by notifying the insurer in writing, and providing the name and home address for the new designated recipient or
the designated recipient to be deleted.

If the insured pays premiums for the long-term care insurance policy through a payroll or pension deduction plan, the
insurer is not required to comply with the requirements in subsections (A) through (D) until 60 days after the insured is no
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longer on the payment plan.

An individual long-term care insurance policy shall not lapse or be terminated for nonpayment of premium unless the
insurer gives the insured and any recipient designated under subsections (A) through (D) written notice at least 30 days
before the effective date of termination or lapse, by first class mail, postage prepaid. An insurer shall not give notice until
30 days after the date on which a premium is due and unpaid. Notice is deemed given five days after the date of mailing.

R26-6106065:R20-6-1006. Inflation Protection

A.

&=

=

()

H.

Ne An insurer may shall not offer a long-term care insurance policy unless the insurer offers, at the time of purchase, in

addition to any other inflation protection, the option to purchase a policy with an inflation protection provision to address

the reduction or limitation on the value of benefits that may result from inflation over time. The terms of sueh the required
provision shall be no less favorable than the following:

1. A term provision previding that provides for increases in benefit levels compounding annually at a rate of no less than
5%;

2. A term previdingforguaranteed-periodie-inereases- provision that allows an insured to periodically increase benefit
levels without requiring providing evidence of insurability or health status, previded if the insured did not decline the
option for the previous period had-net-been—deekined. The increased benefit shall be no less than the difference
between the existing benefit and that benefit compounded annually at a rate of no less than 5% from the purchase of
the existing benefit until the year in which the offer is made; or

3. A tem—pfeﬂdmg—fef provision for coverage of a specified percentage of actual or reasonable charges that is not Hm-
ited subject to a maximum indemnity amount or limit.

Where If the policy is issued to a group, the insurer shall extend the offer required efferin by subsection (A) shall-be-made

to the group policyholder; except, if the policy is issued under A.R.S. § 20-1691.04(C) to a group autherized-byAR-S—§

20-1691-02(P), other than to a continuing care retirement community, the insurer shall make the offer efferingshall-be
made to each proposed certificateholder.

Fhe An insurer is not required to make the offer in subsection (A) shallnetberequired of for life insurance policies or rid-

ers eontaining with accelerated long-term care benefits.

Tasurers An insurer shall include the feHewing information listed in this subsection in or with the outline of coverage:.

1. A graphic comparison of the benefit levels of a policy that increases benefits over the policy period with a policy that
does not increase benefits. The graphic comparison shall show benefit levels over at least a 20-year period.

2. Any expected premium increases or additional premiums to pay for automatic or optional benefit increases. If pre-
mium increases or add1t10nal premlums will be based on the attamed age of the apphcant at the time of the increase, the
insurer shall a 0 !
for-benefitinereases orov1de a rev1sed schedule of attamed -age premiums. An insurer may use a hypothetlcal ora
graphic demonstration for the-parpeses-ef this disclosure.

Inflation-protection benefit increases shall continue without regard to an insured’s age, claim status, claim history, or

length of time insured under the policy.

An insurer's offer of inflation protection that provides for automatic benefit increases shall include an offer of a premium

that the insurer expects to remain constant. The insurer shall disclose in the offer in a conspicuous manner that the pre-

mium may change in the future unless the premium is guaranteed to remain constant.

An insurer shall include in a long-term care insurance policy inflation protection as provided in subsection (A)(1) unless

an insurer obtains a rejection of inflation protection signed by the insured as required in subsection (H). The rejection may
be either on the application form or on a separate form.

A rejection of inflation protection is deemed part of an application and shall state: “I have reviewed the outline of cover-
age and the graphs that compare the benefits and premiums of this policy with and without inflation protection. Specifi-
cally, I reviewed Plans [insert description of plans], and I reject inflation protection.”

R20-6-1606-R20-6-1007. Required Disclosure Provisions

A.

C.

Riders and endorsements. Except for riders or endorsements by which the an insurer effectuates a request made in writing
by the insured under an individual long-term care insurance policy, all-riders. if an insurer adds a rider or endersements
endorsement added to an individual long-term care insurance policy after date of issue or at reinstatement or renewal
whieh that reduee reduces or eliminate eliminates benefits or coverage in the policy, the insurer shall require signed accep-
tance by the individual insured. After the date of policy issue, any rider or endorsement swhieh that increases benefits or
coverage with a concomitant increase in premium during the policy term must-be-agreed-to—in—writing shall require the
signed written agreement of by the insured;-exeeptif unless the increased benefits or coverage are required by law. Where
If the insurer charges a separate additional premium is-eharged for benefits provided in connection with riders or endorse-
ments, saeh the premium charge shall be set forth in the policy, rider, or endorsement.

Payment of Benefits. A long-term care insurance policy whieh that provides for the payment of benefits based on stan-
dards described as “usual and customary,” “reasonable and customary” or words of similar 1mport shall inelude-a-defini-

tien-ofsueh define the terms and aﬂ—expl-aﬂaﬁeﬂ—ef—sueh—teﬂﬂs explain them in its accompanying outline of coverage.
Disclosure of tax consequences. With-regard-te For life insurance policies whieh that provide an accelerated benefit for
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long-term care, an insurer shall provide a disclosure statement isrequired at the time of application for the policy or rider
and at the time the accelerated benefit payment request is submitted, that receipt of these accelerated benefits may be tax-
able, and that assistance should be sought from a personal tax adviser. The disclosure statement shall be prominently dis-
played on the first page of the policy or rider and any other related documents.

Benefit triggers. A long-term care insurance policy shall use activities of daily living and cognitive impairment to measure
an insured’s need for long-term care. The long-term care insurance policy or certificate shall describe these terms and pro-
visions in a separate paragraph in the policy or certificate labeled “Eligibility for the Payment of Benefits” that includes
and explains:

Any additional benefit triggers;

Benefit triggers that result in payment of different benefit levels;

Any requirement that an attending physician or other specified person certify a certain level of functional dependency
for the insured to be eligible for benefits.

A long-term care insurance policy or certificate shall contain a disclosure statement in the policy and in the outline of cov-

erage indicating whether it is intended to be a qualified long-term care insurance contract as specified in the outline of
coverage in Appendix J, paragraph 3.

(ol

R20-6-1008. Required Disclosure of Rating Practices to Consumers

A.

=

(@

I®

=

This Section applies as follows:

1. Except as provided in subsection (A)(2), this Section applies to any long-term care policy or certificate issued in this
state on or after May 10, 2005.

2. For certificates issued under an in-force, long-term care insurance policy issued to a group as defined in A.R.S. § 20-
1691(5)(a), the provisions of this Section apply on the first policy anniversary that occurs on or after November 10,
2005.

Unless a policy is one for which an insurer can not increase the applicable premium rate or rate schedule, the insurer shall

provide the information listed in this subsection to the applicant at the time of application or enrollment. If the method of

application does not allow for delivery at that time, the insurer shall provide the information to the applicant no later than
at the time of delivery of the policy or certificate.

1. A statement that the policy may be subject to rate increases in the future.
2. An explanation of potential future premium rate revisions, and the policyholder’s or certificateholder’s option if a
premium rate revision occurs.
3. The premium rate or rate schedules applicable to the applicant that will be in effect until the insurer makes a request
for an increase.
4. A general explanation for applying premium rate or rate schedule adjustments that includes:
a. A description of when premium rate or rate-schedule adjustments will be effective (e.g., next anniversary date,
next billing date); and
b. The insurer's right to a revised premium rate or rate schedule as provided in subsection (B)(3) if the premium rate
or rate schedule is changed.
5. Information regarding each premium rate increase on this policy form or similar policy form over the past 10 years

for this state or any other state, that, at a minimum, identifies:
a. The policy forms for which premium rates have been increased;

b. The calendar years when the form was available for purchase; and
c. The amount or percent of each increase, which may be expressed as a percentage of the premium rate before the

increase. or as minimum and maximum percentages if the rate increase is variable by rating characteristics.

6. The insurer may, in a fair manner, provide explanatory information related to the rate increases in addition to the
information required under subsection (B)(5).

An insurer may exclude from the disclosure required under subsection (B)(5), premium rate increases applicable to:

1. Blocks of business acquired from other nonaffiliated insurers; and

2. Policies acquired from other nonaffiliated insurers if the increases occurred before the acquisition.

If an acquiring insurer files for a rate increase on a long-term care insurance policy form or a block of policy forms

acquired from a nonaffiliated insurer on or before the later of the January 10, 2005 or the end of a twenty-four-month
period following the acquisition of the policies or block of policies, the acquiring insurer may exclude that rate increase
from the disclosure required under subsection (B)(5). However, the nonaffiliated insurer that sells the policy form or a
block of policy forms shall include that rate increase in the disclosure required under subsection(B)(5). If the acquiring
insurer files for a subsequent rate increase, even within the twenty-four-month period, on the same policy form acquired
from a nonaffiliated insurer or block of policy forms acquired from nonaffiliated insurers, the acquiring insurer shall make
all disclosures required by subsection (B)(5). including disclosure of the earlier rate increase.

Unless the method of application does not allow an insured to sign an acknowledgement that the insurer made the disclo-
sures required under subsection (B) at the time of application, the applicant shall sign an acknowledgement of disclosure

at that time. Otherwise, the applicant shall sign a disclosure acknowledgement no later than at the time of delivery of the
policy or certificate.
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An insurer shall use the forms in Appendix A and Appendix B to comply with the requirements of subsections (B)

through (E). The text and format of an insurer’s forms shall be substantially similar to the text and format of Appendices
A and B.

An insurer shall provide notice of an upcoming premium rate schedule increase to all policyholders or certificateholders,
if applicable, at least 45 days before the effective date of the increase. The notice shall include the information required by
subsection (B).

R20-6-1009. Initial Filing Requirements

= >

@

This Section applies to any long-term care policy issued in this state on or after May 10, 2005.

At the time of making a filing under A.R.S. § 20-1691.08. an insurer shall provide the Director a copy of the disclosure

documents required under R20-6-1008 and an actuarial certification that includes the following:

1. The initial premium rate schedule is sufficient to cover anticipated costs under moderately adverse experience and
that the premium rate schedule is reasonably expected to be sustainable over the life of the form with no future pre-

mium increases anticipated;

The policy design and coverage provided have been reviewed and taken into consideration;

The underwriting and claims adjudication processes have been reviewed and taken into consideration;

A complete description of the basis for contract reserves that are anticipated to be held under the form, to include:

a. Sufficient detail or sample calculations provided so as to have a complete depiction of the reserve amounts to be

held;

A statement that the assumptions used for reserves contain reasonable margins for adverse experience;

A statement that the net valuation premium for renewal years does not increase (except for attained-age rating

where permitted): and

A statement that the difference between the gross premium and the net valuation premium for renewal years is

sufficient to cover expected renewal expenses; or if such a statement cannot be made, a complete description of

the situations where this does not occur;

i.  An aggregate distribution of anticipated issues may be used as long as the underlying gross premiums main-

tain a reasonably consistent relationship;
ii. If the gross premiums for certain age groups appear to be inconsistent with this requirement, the Director

may request a demonstration under subsection (C) based on a standard age distribution; and.
A statement that the premium rate schedule:

a. Is not less than the premium rate schedule for existing similar policy forms also available from the insurer except
for reasonable differences attributable to benefits; or

b. A comparison of the premium schedules for similar policy forms that are currently available from the insurer
with an explanation of the differences.

The Director may require an insurer to provide an actuarial demonstration that benefits provided under a long-term care

policy are reasonable in relation to premiums charged. The actuarial demonstration shall include either premium and

claim experience on similar policy forms, adjusted for any premium or benefit differences, relevant and credible data from
other studies, or both.

| [

o=
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R20-610607R20-6-1010. Requirements for Application Forms and Replacement Coverage

A.

B.

An insurer’s application form for a long-term care insurance policy Applieationferms shall include the fellewing ques-
tions listed in this Section designed to elicit information as to whether, as of the date of the application, the applicant has
another long-term care insurance policy or certificate in force or whether a long-term care policy or certificate is intended
to replace any other aeetdent-and-siekness health or long-term care policy or certificate presently in force. An insurer may
include the questions in a A supplementary application or other form to be signed by the apphcant and agent insurance
producer, except where the coverage is sold without an-agent an insurance producer;
used. With-regard-te For a replacement policy issued to a group as defined by in A.R.S. § 20-+69Ha)t) 20-1691(5)(a),
the insurer may modify the felewing questions may-be-medified only to the extent necessary to elicit information about
health or long-term care insurance policies other than the group policy being replaced:previded;however-that if the cer-
tificate holder has been notified of the replacement.
1. Do you have another long-term care insurance policy or certificate in force (including health care service contract,
health maintenance organization contract)?
2. Did you have another long-term care insurance policy or certificate in force during the last 12 months?
a. Ifso, with which company?
b. If'that policy lapsed, when did it lapse?
3. Are you covered by Medicaid?
4. Do you intend to replace any of your medical or health insurance coverage with this policy or fcertificate}?
The application or enrollment form for such policies or certificates shall clearly indicate the payment plan the applicant
selects.

B-C.Agents An insurance producer shall list any other health insurance policies they-hawve the insurance producer has sold to
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the applicant, including:-
1. Listpethietes-seld-whieh Policies that are still in force.
2. Listpehetes Policies sold in the past 5 years swhiek that are no longer in force.

&D. Sehertaﬂens—etheﬁh—aﬂ—drreet—respense—Upeﬂ On determining that a sale will involve replacement, an insurer, other than
an insurer using direct response solicitation methods, or its agent insurance producer shall furnish the applicant, prierte
issuanee-or-delivery before issuing or delivering of the individual long-term care insurance policy, a notice that substan-
tially conforms to the form prescribed in Appendix C regarding replacement of aceident-and-siekness health or long-term
care coverage. One The insurer shall:

1. Give one copy of sueh the notice shall-beretained-by to the applicant; and

2. Keep an additional copy signed by the applicant shall-beretained-by-the-insurer. Therequired neticeshall-be-inthe
fem—preseﬂbed—m—AppendﬂH\—

B:E.Directrespense-selieitations: Insurers using direct response solicitation methods shall deliver a notice regarding replace-
ment of aceident-and-sickness health or long-term care coverage to the applicant upon issuance of the policy. Fherequired

noticeshall-be-inthe formpreseribedinAppendixB-
E:F. Where [f replacement is intended, the replacing insurer shall retifiin-writing; send the existing insurer written notice of

the proposed replacement within five working days from the date the replacing insurer receives the application or issues
the policy. whichever is sooner. The notice shall identify the existing policy shall-be-identifted by name of the insurer;

ﬂame—ef and the 1nsured and polrcy number or 1nsured s address 1nclud1ng 21p code Sueh—ne&ee—sha—ﬂ—be—made—wrtmné

A hfe 1nsurance pohcy that accelerate beneﬁts for long—term care shall comply W1th thls Sectlon 1f the policy belng

replaced is a long-term care insurance policy. If the policy being replaced is a life insurance policy, the insurer shall com-
ply with the replacement requirements of Title 20, Chapter 6, Article 1.1. If a life insurance policy that accelerates benefits

for long-term care is replaced by another such policy, the replacing insurer shall comply with the requirements of this Sec-
tion and with Title 20, Chapter 6. Article 1.1.

F:H. If a long-term care insurance policy or certificate replaces another long-term care policy or certificate, the replacing
insurer shall waive any time periods applicable to preexisting conditions and probationary periods in the new long-term
care policy for similar benefits to-the-extent-that if similar exclusions have-been are satisfied under the original policy.

&:1. Reporting requirements-

1. Esery An insurer shall maintain the following records for each agent insurance producer: efthatagent's
a. The amount of the insurance producer’s replacement sales as a percent of the agent's insurance producer’s total
annual sales; and
b. The the amount of lapses of long-term care insurance policies sold by the agent insurance producer as a percent
of the agent's insurance producer’s total annual sales.
2. Eaeh No later than June 30 of each year, on the forms specified in Appendix E and Appendix F, an insurer shall report
the following information for the preceding calendar year to the Department: annuaty-byJune30
a. The the 10% of its agents insurance producers licensed in Arizona with the greatest percentages of lapses and

IQ

replacements as measured by p&ragraph subsection (H[(l) ef—t-hrs—subsee&eﬁ and—

4-b. Every-insurershallreport-anmaally-byJuane30-the The number of lapsed policies as a percent of #s the insurer’s
total annual sales and as a percent of its total number of policies in force as of the end of the preceding calendar
year.

5.c. Every-insurershall-report-annually by June30-the The number of replacement policies sold as a percent of #s
the insurer’s total annual sales and as a percent of its total number of policies in force as of the end of the preced-
ing calendar year; and-

d. For qualified long-term care insurance contracts, the number of claims denied for each class of business,
expressed as a percentage of claims denied.

6:J. Fer—purpeses—ef—ﬂa&s—?;ee&eﬂ n subsection (1),

“Claim” means a request for payment of benefits under an in-force policy, regardless of whether the benefit claimed
is covered under the policy or any terms or conditions of the policy have been met;

13

‘Denied” means the insurer refuses to pay a claim for any reason other than for claims not paid for failure to meet the
waiting period or because of an applicable preexisting condition;

ﬁpeheyishaﬂ—mean“Pohcy means only long-term care insurance; and
W
> “Report” means on a statewide basis.

R20-61008:R20-6-1011. Prohibition Against Post-claims Underwriting
A. Allapplieatiens An application for a long-term care insurance pelieies-er-eettificates-exeeptthese-whiehare policy or cer-

tificate that is not guaranteed issue shall meet the requirements of this Section.
1. The application shall contain eentain clear and unambiguous questions designed to ascertain the applicant’s health

[

Bl hed
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condition efthe-applicant.

+a. If an the application ferleng-termeare-insuranee-eontains has a question whieh-asks asking whether the appli-
cant has had medication prescribed by a physician, ##ust the application shall also ask the applicant to list the
prescrlbed medication that-has-beenpreseribed.

2b. If the insurer knew or reasonablv should have known that the med1cat1ons llsted in sueh the application were

] v are related to a medical

condltlon for Wthh coverage would otherw1se be demed then the insurer shall not rescind the policy or certifi-

cate shal—l—net—be—fesemded for that condition.

B-

+:2. The application shall include the following language Wthh shall be set out conspicuously and in close conjunction
with the applicant's signature block-en-an-applicationfor-along-term—eare-insurance poliey-ereertifieate: “Caution: If
your answers on this application are incorrect or untrue, [company] has the right to deny benefits or rescind your pol-
icy.”

2:3. The policy or certificate shall contain the followmg language or language substantlally s1m1lar to the following, shall
be set out conspicuously en-th g very: “Caution: The
issuance of this long-term care insurance [policy] [certlﬁcate] is based upen on your responses to the questions on
your application. A copy of your [application] [enrollment form] [is enclosed] [was retained by you when you
applied]. If your answers are incorrect or untrue, the company has the right to deny benefits or rescind your policy.
The best time to clear up any questions is now, before a claim arises! # If, for any reason, any of your answers are
incorrect, contact the company at this address: [insert address].”

3-B. Prierte-issuanee-of Before issuing a long-term care insurance policy or certificate that is not guaranteed issue to an appli-
cant age 80 or older, the insurer shall obtain 4 one of the following:
a. A report of a physical examination;
b. An assessment of functional capacity;
c. An attending physician's statement; or
d. Copies of medical records.

C. A The insurer or it’s insurance producer shall deliver a copy of the completed application or enrollment form, cwhichever
18 as applicable) shall-be-delivered to the insured no later than at the time of delivery of the policy or certificate unless the

insurer gave a copy to the applicant it wasretained-bythe-applieant at the time of application.
D. Eswery An insurer er-etherentity selling or issuing long-term care insurance benefits shall maintain a record of all policy or
certificate rescissions, both state- and c—euﬂtfywide country-wide, except those which the insured voluntarily effectuated.
E. On or before March 31 of each year, insurers an insurer shall report the following information to the Director for the prier
preceding calendar year, using the form prescribed in Appendix G:
1. Cempany Insurer name, address, phone number;
2. Asto each rescission except those voluntarily effectuated by the insured:
a. Policy form number;
b. Policy and certificate number;
c. Name of the insured;
d. Date of policy issuance;
e. Date(s)elaim(s) Date claim submitted;
f.
g.
Si

Date of rescission; and
Detailed reason for rescission.

3. Signature, name and title of the preparer, and date prepared.

R20-61609-R20-6-1012. Discretionary Powers of Director
The Director may, apen on written request and after an administrative hearing, issue an order to modify or suspend a specific
provision or provision of this Article with respect to a specific long-term care insurance policy or certificate upon a written
finding that:
1. The modification or suspension would be in the best interest of the insureds; and
2. The purposes to be achieved could not be effectively or efficiently achieved without the modification or suspension;
and
a. The modification or suspension is necessary to the development of an innovative and reasonable approach for
insuring long-term care; or
b. The policy or certificate is to be issued to residents of a life-care or continuing-care retirement community or
some other residential community for the elderly and the modification or suspension is reasonably related to the
special needs or nature of such a community; or
c¢. The modification or suspension is necessary to permit long-term care insurance to be sold as part of, or in con-
junction with, another insurance product.

R20-614646-R20-6-1013. Reserve Standards
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A. When If long-term care benefits are provided through the acceleration of benefits under group or individual life policies or
riders te-saeh-pelietes, an insurer shall determine policy reserves for saek long-term care benefits shall-be are determined
inaccordanece-with under A.R.S. § 20-510. An insurer shall establish €laim claim reserves shall alse be established in-the
ease-when sueh for a policy or rider 1s in claim status.

B. An insurer shall base reserves Reserves for policies and riders subjeet-te-this under subsection (A) may-be-based on the
multiple decrement model atiizing using all relevant decrements except for voluntary termination rates. An insurer may
use single Single decrement approximations may-be-aceeptable if the calculation produces essentially similar reserves, if
the reserve is clearly more conservative, or if the reserve is immaterial. The insurer, when calculating reserves, eateula-
ttens may take into account the reduction in life insurance benefits due to the payment of long-term care benefits. Hew-
ever; #irno-eventshall The insurer shall not set the reserves for the long-term care benefit and the life insurance benefit be
less than the reserves for the life insurance benefit assuming no long-term care benefit.

C. In the development and calculation of reserves for policies and riders subject to this subseetionr Section, an insurer shall
give due regard shall-be-given to the applicable policy provisions, marketing methods, administrative procedures and all
other considerations which have-an impact er projected claim costs including;-but-nettmited-to; the following:

Definition of insured events;

Covered long-term care facilities;

Existence of home convalescence care coverage;

Definition of facilities;

Existence or absence of barriers to eligibility;

Premium waiver provision;

Renewability;

Ability to raise premiums;

Marketing method,

10. Underwriting procedures;

11. Claims adjustment procedures;

12. Waiting period;

13. Maximum benefit;

14. Availability of eligible facilities;

15. Margins in claim costs;

16. Optional nature of benefit;

17. Delay in eligibility for benefit;

18. Inflation protection provisions; and
19. Guaranteed insurability option:; and
20. Other similar or comparable factors affecting risk.

D. A member of the American Academy of Actuaries shall certify an insurer’s use of any A#y applicable valuation morbidity
table shall-be-eertifted as appropriate as a statutory valuation table by—a—member—e{lfheﬁmeﬂe&ﬂﬂeadeﬂﬁefﬁ%etu&ﬁes

E. When long-term care benefits are provided other than as described in subsection (A), an insurer shall determine reserves
shall- be-determined inaceordance-with under A.R.S. § 20-508.

XNk DD —

R20-6164-R20-6-1014. Loss ratie Ratio

A. This Section applies to policies and certificates issued any time prior to May 10, 2005.

B. Benefits under an individual long-term care insurance peketes-shall-be policy is deemed reasonable in relation to premi-
ums if previded the expected loss ratio is at least 60% calculated in a manner shieh that provides for adequate reserving
of the long-term care insurance risk. In evaluating the expected loss ratio, due-consideration-shall-be-given the director
shall consider to all relevant factors, including:

Statistical credibility of incurred claims experience and earned premiums;

The period for which rates are computed to provide coverage;

Experienced and projected trends;
Concentration of experience within early policy duration;

Expected claim fluctuation;

Experience refunds, adjustments, or dividends;

Renewability features;

All appropriate expense factors;

XNAN PR DD —
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9. Interest;

10. Experimental nature of the coverage;

11. Policy reserves;

12. Mix of business by risk classification; and

13. Product features such as long elimination periods, high deductibles, and high maximum limits.

Subsection (B) does not apply to life insurance policies that accelerate benefits for long-term care. A life insurance policy
that funds long-term care benefits entirely by accelerating the death benefit is deemed to provide reasonable benefits in
relation to premiums paid, if the policy complies with all of the following:

1. The interest credited internally to determine cash value accumulations, including long-term care, if any, is guaranteed
not to be less than the minimum guaranteed interest rate for cash value accumulations without long-term care set forth
in the policy.

The portion of the policy that provides life insurance benefits complies with the nonforfeiture requirements of A.R.S.
§20-1231;

The policy complies with the disclosure requirements of A.R.S. § 20-1691.06(A) through (E);

At the time of making a filing under A.R.S. § 20-1691.08, the insurer files an actuarial memorandum that includes the
following information:

A description of the basis on which the long-term care rates were determined;

A description of the basis for the reserves:

A summary of the type of policy, benefits, renewability, general marketing method, and limits on ages of issu-
ance;

A description and a table of each actuarial assumption used; for expenses, an insurer shall include percent of pre-
mium dollars per policy and dollars per unit of benefits, if any;

A description and a table of the anticipated policy reserves and additional reserves to be held in each future year
for active lives:

The estimated average annual premium per policy and the average issue age;

A statement as to whether underwriting is performed, including:
i. Time of underwriting;

ii. A description of the type of underwriting used. such as medical underwriting or functional assessment
underwriting; and
iii. For a group policy, whether an enrollee’s dependents are subject to underwriting; and
h. A description of the effect of the long-term care policy provisions on the required premiums, nonforfeiture val-
ues, and reserves on the underlying life insurance policy, both for active lives and those in long-term care status.
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R20-6-1015. Premium Rate Schedule Increase

A.

ol

In this Section, “exceptional increase” means a rate increase that an insurer has filed and that the Director has determined

is justified because of changes in laws applicable to long-term care insurance, or increased and unexpected utilization that
affects the majority of insurers of similar products. The Director may request independent actuarial review on the issue of
whether an increase should be deemed an exceptional increase. The Director may also determine whether there are any

potential offsets to higher claims costs.
This Section applies to any individual long-term care policy or certificate issued in this state on or after May 10, 2005.
An insurer shall notify the Director of a proposed premium rate schedule increase, including an exceptional increase, at

least 30 days before issuing notice to its policyholders. The notice to the Director shall include:
Information required by R20-6-1008:

1.
2. Certification by a qualified actuary that:
a. If the requested premium rate schedule increase is implemented and the underlying assumptions, which reflect
moderately adverse conditions, are realized, no further premium rate schedule increases are anticipated:

b. The premium rate filing complies with the provisions of this Section;
3. An actuarial memorandum justifying the rate schedule change request that includes:
Lifetime projections of earned premiums and incurred claims based on the filed premium rate schedule increase

and the method and assumptions used in determining the projected values, including the following:
Any assumptions that deviate from those used for pricing other forms currently available for sale;

Annual values for the five years preceding and the three years following the valuation date, provided sepa-

rately,

iii. Development of the lifetime loss ratio, unless the rate increase is an exceptional increase:

iv. A demonstration of compliance with subsection (D); and

For exceptional increases, the actuarial memorandum shall also include:

i.  The projected experience that is limited to the increases in claims expenses attributable to the approved rea-
sons for the exceptional increase; and

ii. If the Director determines under subsection (A) that offsets may exist, the insurer shall use appropriate net

projected experience;

&
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Disclosure of how reserves have been incorporated in this rate increase when the rate increase will trigger contin-

gent benefit upon lapse;

d. Disclosure of the analysis performed to determine why a rate adjustment is necessary, which pricing assumptions
were not realized and why, and any other actions of the insurer on which the actuary has relied;

e. A statement that the actuary has considered policy design, underwriting, and claims adjudication practices; and

A statement that renewal premium rate schedules are not greater than new business premium rate schedules except

for differences attributable to benefits, unless the insurer provides the Director with documentation justifying the

greater rate; and

5. Upon the Director’s request, other similar and related information the Director may require to evaluate the premium
rate schedule increase.

The following requirements apply to all premium rate schedule increases:
1. The insurer shall return 70% of the present value of projected additional premiums from an exceptional increase to
policyholders in benefits;

2. The sum of the accumulated value of incurred claims, without the inclusion of active life reserves, and the present
value of future projected incurred claims, without the inclusion of active life reserves, shall not be less than the sum

of the following:
The accumulated value of the initial earned premium times 58%:

85% of the accumulated value of prior premium rate schedule increases on an earned basis;

The present value of future projected initial earned premiums times 58%: and

85% of the present value of future projected premiums not in subsection(D)(2)(c) on an earned basis;

If a policy form has both exceptional and other increases, the values in subsection (D)(2)(b) and (D)(2)(d) shall also
include 70% for exceptional rate increase amounts; and

All present and accumulated values used to determine rate increases shall use the maximum valuation interest rate for
contract reserves as specified in the NAIC Accounting Practices and Procedures Manual to which insurers are subject
under A.R.S. § 20-223. The actuary shall disclose the use of any appropriate averages in the actuarial memorandum
required under subsection (B)(3).

For each rate increase that is implemented, the insurer shall file for approval by the Director updated projections, as
defined in subsection (C)(3)(a), annually for the next three years and shall include a comparison of actual results to pro-

jected values. The Director may extend the reporting period beyond three years if actual results are not consistent with

projected values from prior projections. For group insurance policies that meet the conditions in subsection (K), the

insurer shall provide the projections required by this subsection to the policyholder instead of filing with the Director.

If any premium rate in the revised premium rate schedule is greater than 200 percent of the comparable rate in the initial
remium schedule, the insurer shall file lifetime projections, as defined in subsection (C)(3)(a). for the Director’s approval

every five years following the end of the required period in subsection (E). For group insurance policies that meet the con-
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ditions in subsection (L), the insurer shall provide the projections required by this subsection to the policyholder instead

of filing with the Director.
If the Director finds that the actual experience following a rate increase does not match the projected experience and that

the current projections under moderately adverse conditions demonstrate that incurred claims will not exceed proportions
of premiums specified in subsection (D), the Director may require the insurer to implement premium rate schedule adjust-

ments or other measures to reduce the difference between the projected and actual experience. In determining whether the
actual experience matches the projected experience, the Director shall consider subsection (C)(3)(e), if applicable.

If the majority of the policies to which the increase applies are eligible for the contingent benefit upon lapse, the insurer

shall file:

1. A plan, subject to Director approval, for improved administration or claims processing designed to eliminate the
potential for further deterioration of the policy form experience requiring further premium rate schedule increases, or
both, or to demonstrate that appropriate administration and claims processing have been implemented or are in effect;
otherwise the Director may impose the condition in subsections (I) through (K); and

2. The original anticipated lifetime loss ratio, and the premium rate schedule increase that would have been calculated
according to subsection (D) had the greater of the original anticipated lifetime loss ratio or 58% has been used in the
calculations described in subsection (D)(2)(a) and (D)(2)(c).

For a rate increase filing that meets the criteria listed in this subsection, the Director shall review, for all policies included

in the filing, the projected lapse rates and past lapse rates during the 12 months following each increase to determine if
lapsation in excess of projected lapsation has occurred or is anticipated:

1. The rate increase is not the first rate increase requested for the specific policy form or forms:

2. The rate increase is not an exceptional increase; and

3. The majority of the policies or certificates to which the increase applies are eligible for the contingent benefit upon
lapse.

If the Director finds excess lapsation under subsection (I), the Director may find that a rate spiral exists and may require

the insurer to offer, without underwriting, to all in-force insureds subject to the rate increase, the option to replace existing
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coverage with one or more comparable products offered by the insurer or its affiliates. The terms of the offer and the
information communicating the offer are subject to the Director’s approval. The offer shall:
Be based on actuarially sound principles, but not on attained age; and

1.

2. Provide that maximum benefits under any new policy accepted by an insured shall be reduced by comparable benefits
already paid under the existing policy; and

3. Allow the insured the option of retaining the existing coverage.

The insurer shall maintain the experience of the insureds whose coverage was replaced under subsection (J) separate from

the experience of insureds originally issued the policy forms. If the insurer requests a rate increase on the policy form, the

rate increase shall be limited to the lesser of:

1. The maximum rate increase determined based on the combined experience; and

2. The maximum rate increase determined based only on the experience of the insureds originally issued the form, plus
ten percent.

If the Director finds that an insurer has exhibited a history or pattern of filing inadequate initial premium rates for long-
term care insurance, after considering the total number of policies filed over a period of time and the percentage of poli-

cies with inadequate rates, the Director may, in addition to remedies available under subsections (I) through (K), prohibit
the insurer from the following:
1. Filing and marketing comparable coverage for a period of up to five years; and

2. Offering all other similar coverages and limiting marketing of new applications to the products subject to recent pre-
mium rate schedule increases.

. Subsections (B) through (L) shall not apply to a policy for which long-term care benefits provided by the policy are inci-

dental, as provided under subsection (A), if the policy complies with all of the following provisions:

1. The interest credited internally to determine cash value accumulations, including long-term care, if any, are guaran-

teed not to be less than the minimum guaranteed interest rate for cash value accumulations without long-term care set
forth in the policy:;

2. The portion of the policy that provides insurance benefits other than long-term care coverage meets the applicable
nonforfeiture requirements under state law, including A.R.S. §§ 20-1231, 20-1232 and 20-2636;
3. The policy meets the disclosure requirements of A.R.S. § 20-1691.06;
4. The portion of the policy that provides insurance benefits other than long-term care coverage meets the disclosure
requirements as applicable in the following:
a. Title 20, Chapter 6, Article 1.2;: and
b. Title 20, Chapter 16, Article 2.
5. At the time of making a filing under A.R.S. § 20-1691.08, the insurer files an actuarial memorandum that includes:
a. Description of the bases on which the actuary determined the long-term care rates and the reserves;
b. A summary of the type of policy, benefits, renewability provisions, general marketing method, and limits on ages
of issuance:
c. A description and a table of each actuarial assumption used. with the percent of premium dollars per policy and
dollars per unit of benefits, if any, for expenses;
d. A description and a table of the anticipated policy reserves and additional reserves to be held in each future year
for active lives;
e. The estimated average annual premium per policy and the average issue age;
f. A statement as to whether the insurer performs underwriting at the time of application with an explanation of the

following:
i.  Whether underwriting is used, and, if used, a description of the type of underwriting, such as medical under-

writing or functional assessment underwriting; and
ii. For a group policy, whether the enrollee or any dependent will be underwritten and when underwriting
occurs; and
g. A description of the effect of the long-term care policy provision on the required premiums, nonforfeiture values,
and reserves on the underlying insurance policy, both for active lives and those in long-term care claim status.

R20-6-1642-R20-6-1016. Filing Requirement Requirements for Group Peliey Policies Issued-in-Another-State

A.

=

Out-of-State Policies. Prier-te Before an insurer or similar organization effering may offer group long-term care insurance
to a resident of this state pursaantte under A.R.S. § 20-1691.02(D), # the insurer or organization shall file with the Direc-
tor evidence that the group-poliey-or-eertificate thereunderhas-been-approved by a state having with statutory or regula-
tory long-term care insurance requirements substantially similar to those adepted-in of this state has approved the group
policy or certificate for use in that state.

Associations. For long-term policies marketed or issued to associations, the insurer or organization shall file with the
insurance department the policy, certificate, and corresponding outline of coverage.
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R20-616143:R20-6-1017. Standards for Marketing
A. Every 1nsurer—hea}th—eafe—seﬂﬂee—efg&m—z-aﬁeﬂ—er—eﬂ=ter—eﬁﬁty marketing long-term care insurance coverage in this state,
directly or through its-predueers an insurance producer shall:

1. Establish marketing procedures to assure that any comparison of policies by its agents-er-ether insurance producers
witl-be is fair and accurate, and to-assure that excessive insurance is not sold or issued.

2. Display prominently by type, stamp or other appropriate means, on the first page of the outline of coverage and pol-
icy, the following language: “Notice of to buyer: This policy may not cover all of the costs associated with long-term
care incurred by the buyer during the period of coverage. The buyer is advised to review carefully all policy limita-
tions.”

3. Provide the applicant with copies of the disclosure forms in Appendices A and B.

3-4. Inquire and otherwise make every reasonable effort to identify whether a prospective applicant or enrollee for long-
term care insurance already has aeetdent-and-siekness health or long-term care insurance and the types and amounts
of any such insurance.

5. Provide an explanation of contingent benefit upon lapse as provided for in R20-6-1019(E).

6. Provide written notice to an applicant or prospective policyholder or certificateholder advising of this state’s senior
insurance counseling program (SHIP), and the name, address, and phone number for the SHIP, at the time of solicita-
tion.

B-7. Every-insurer-or-entity marketing long-term-eare-insurance-shall-establish Establish auditable procedures for verify-
ing compliance with this subseetion Section.

€:B. In addition to the practices prohibited in A.R.S. § 20-441 et seq., the following acts and practices are prohibited:

1. Twisting. Knowingly making any misleading representation or incomplete or fraudulent comparison of any insurance
policies or insurers for the purpose of inducing, or tending to induce, any person to lapse, forfeit, surrender, terminate,
retain, pledge, assign, borrow on, or eenvent convert any insurance policy or to take out a policy of insurance with
another insurer.

2. High pressure tactics. Employing any method of marketing having the effect of or tending to induce the purchase of
insurance through force, fright, threat, whether explicit or implied, or undue pressure to purchase or recommend the
purchase of insurance.

3. Cold lead advertising. Making use directly or indirectly or any method of marketing whieh that fails to disclose in a
conspicuous manner that a purpose of the method of marketing is solicitation of insurance and that contact will be
made by an insurance agent insurance producer or insurance company.

4. Misrepresentation. Misrepresenting a fact in selling or offering to sell a long-term care insurance policy.

C. An insurer shall not market or issue a long-term care policy or certificate to an association unless the insurer files the
information required under R20-6-1016(B) and annually certifies that the association has complied with the requirements

of this Section.

R20-6-1018. Suitability
This Section does not apply to life insurance policies that accelerate benefits for long-term care.

Every insurer or other person marketing long-term care insurance, including an insurance producer or managing general
agent, (the “issuer”) shall:

1. Develop and use suitability standards to determine whether the purchase or replacement of long-term care insurance
is appropriate for the needs of the applicant;
2. Train its insurance producers in the use of its suitability standards; and

3. Maintain a copy of its suitability standards and make them available for inspection upon the Director’s request.

To determine whether an applicant meets an issuer’s suitability standards, the insurance producer and issuer shall develop

procedures that take the following into consideration:

1. The applicant’s ability to pay for the proposed coverage and other pertinent financial information related to the pur-
chase of the coverage;

2. The applicant’s goals or needs with respect to long-term care and the advantages and disadvantages of insurance to
meet these goals or needs; and

3. The values, benefits, and costs of the applicant’s existing insurance. if any, when compared to the values. benefits,
and costs of the recommended purchase or replacement.

The issuer shall make reasonable efforts to obtain the information set out in subsection (C)(1). including giving the appli-

cant the “Long-Term Care Insurance Personal Worksheet” prescribed in Appendix A, to complete before or at the time of

application. The issuer shall use a personal worksheet that contains, at a minimum, the information contained in Appen-

dix A, in substantially the same text and format, in not less than 12 point type. The issuer may ask the applicant to provide

additional information to comply with its suitability standards. An issuer shall file a copy of its personal worksheet with
the Director.
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An issuer shall not consider an applicant for coverage until the issuer has received the applicant’s completed personal
worksheet, except the personal worksheet need not be returned for sales of employer group long-term care insurance to
employees and their spouses.

No one shall sell or disseminate information obtained through the personal worksheet outside the issuer that obtains the

worksheet.

The issuer shall use its suitability standards to determine whether issuance of long-term care insurance coverage to a par-
ticular applicant is appropriate.

An insurance producer shall use the suitability standards developed by the issuer in marketing long-term care insurance.
When giving an applicant a personal worksheet, the issuer shall also provide the applicant with a disclosure form entitled
“Things You Should Know Before You Buy Long-Term Care Insurance.” The form shall be in substantially the same for-

mat and text contained in Appendix H, in not less than 12 point type.

If the issuer determines that the applicant does not meet its financial suitability standards, or if the applicant has declined
to provide the information, the issuer may reject the application. In the alternative, the issuer shall send the applicant a let-
ter that is substantially similar to Appendix I. However, if the applicant has declined to provide financial information, the
issuer may use some other method to verify the applicant’s intent to purchase the long-term care policy. The issuer shall
have either the applicant’s returned Appendix I letter or a record of the alternative method of verification as part of the
applicant’s file.

The issuer shall report annually to the Director the total number of applications received from residents of this state, the

number of those who declined to provide information on the personal worksheet, the number of applicants who did not

meet the suitability standards, and the number of those who chose to confirm after receiving a suitability letter as pre-

scribed in subsection (J).

-6-1019. Nonforfeiture Benefit Requirement

R20
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This Section does not apply to life insurance policies or riders containing accelerated long-term care benefits.

To comply with the requirement to offer a nonforfeiture benefit pursuant to the provisions of A.R.S. § 20-1691.11, an

insurer shall meet the following requirements:

1. A policy or certificate offered with nonforfeiture benefits shall have the same coverage elements, eligibility, benefit
triggers and benefit length as a policy or certificate issued without nonforfeiture benefits. The nonforfeiture benefit
included in the offer shall be the benefit described in subsection (I).

2. The offer shall be in writing if the nonforfeiture benefit is not otherwise described in the Outline of Coverage or other
materials given to the prospective policyholder.

If the offer required to be made under A.R.S. § 20-1691.11 is rejected. the insurer shall provide the contingent benefit

upon lapse described in this Section.

If a prospective policyholder rejects the offer of a nonforfeiture benefit, the insurer shall provide the contingent benefit

upon lapse described in this Section for individual and group policies without the nonforfeiture benefit, issued after Janu-
ary 10, 2005.

If a group policyholder elects to make the nonforfeiture benefit an option to a certificateholder, the certificate shall pro-
vide either the nonforfeiture benefit or the contingent benefit upon lapse.

The contingent benefit on lapse is triggered when:

1. An insurer increases the premium rates to a level that results in a cumulative increase of the annual premium equal to

or exceeding the percentage of the insured’s initial annual premium set forth in the chart below, based on the insured’s

issue age; and
2. The policy or certificate lapses within 120 days of the due date of the increased premium.

Triggers for a Substantial Premium Increase
Percent Increase Over
Issue Age Initial Premium

29 and under 200%
30-34 190%
35-39 170%
40-44 150%
45-49 130%
50-54 110%
35-59 90%

60 70%

61 66%
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62 62%
63 38%
64 34%
65 30%
66 48%
67 46%
68 44%
69 2%
70 40%
71 38%
2 36%
3 34%
74 32%
15 30%
76 28%
17 26%
78 24%
79 22%
80 20%
81 19%
82 18%
83 17%
84 16%
85 15%
86 14%
87 13%
88 12%
89 11%
90 and over 10%

Unless otherwise required, an insurer shall notify policyholders at least 30 days before the due date of the premium

reflecting the rate increase.

On or before the effective date of a substantial premium increase as defined in subsection (F), an insurer shall:

1. Offer the insured the option of reducing policy benefits under the current coverage without additional underwriting so
that required premium payments are not increased;

2. Offer to convert the coverage to a paid-up status with a shortened benefit period according to the terms of subsection
(I), which the insured may elect at any time during the 120-day period referenced in subsection (F)(2); and

3. Notify the policyholder or certificateholder that a default or lapse at any time during the 120-day period referenced in
subsection (F)(2) is deemed to be the election of the offer to convert under subsection (H)(2).

In this Section, “benefits continued as nonforfeiture benefits.” including contingent benefits upon lapse, mean any of the

following:

1. Attained age rating is defined as a schedule of premiums starting from the issue date that increases age at least one
percent per year before age 50, and at least three percent per year beyond age 50.

2. The nonforfeiture benefit shall be of a shortened benefit period providing paid-up long-term care insurance coverage
after lapse. The same benefits (amounts and frequency in effect at the time of lapse but not increased thereafter) will
be payable for a qualifying claim, but the lifetime maximum dollars or days of benefits shall be determined as speci-
fied in subsection (I)(3).

3. The standard nonforfeiture credit equals 100% of the sum of all premiums paid, including the premiums paid before

any change in benefits. The insurer may offer additional shortened benefit period options, as long as the benefits for
each duration equal or exceed the standard nonforfeiture credit for that duration. The minimum nonforfeiture credit

shall not be less than 30 times the daily nursing home benefit at the time of lapse. In either event, the calculation of
the nonforfeiture credit is subject to the limitation of subsection (J).
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The nonforfeiture benefit shall begin not later than the end of the third year following the policy or certificate issue

date. The contingent benefit upon lapse shall be effective during the first three years, and thereafter.
5. Notwithstanding subsection (I)(4), for a policy or certificate with attained age rating, the nonforfeiture benefit shall

begin on the earlier of:

a. The end of the tenth year following the policy or certificate issue date; or

b. The end of the second year following the date the policy or certificate is no longer subject to attained age rating.
6. Nonforfeiture credits may be used for all care and services qualifying for benefits under the terms of the policy or cer-

tificate, up to the limits specified in the policy or certificate.

All benefits paid by the insurer while the policy or certificate is in premium-paying status and in the paid- up status shall

not exceed the maximum benefits that would be payable if the policy or certificate had remained in premium-paying sta-

tus.

There shall be no difference in the minimum nonforfeiture benefits for group and individual policies.

The requirements in this Section are effective on or after November 10, 2005 and shall apply as follows:

1. Except as provided in subsection (L)(2), this Section applies to any long-term care policy issued in this state on or
after January 10, 2005.

2. The provisions of this Section do not apply to certificates issued on or after January 10, 2005, under a group long-
term care insurance policy as defined in A.R.S. § 20-1691(5)(a), that was in force on January 10, 2005.

Premiums charged for a policy or certificate containing nonforfeiture benefits or a contingent benefit on lapse shall be

subject to the loss ratio requirements of R20-6-1014, treating the policy as a whole.

To determine whether contingent nonforfeiture upon lapse provisions are triggered under subsection (F), a replacing

insurer that purchased or otherwise assumed a block of long-term care insurance policies from another insurer shall calcu-

late the percentage increase based on the initial annual premium the insured paid when first buying the policy from the

original insurer.

An insurer shall offer a nonforfeiture benefit for a qualified long-term care insurance contract that is a level premium con-

tract and the benefit shall meet the following requirements:

1. The nonforfeiture provision shall be separately captioned using the term “nonforfeiture benefit” or a substantially
similar caption.

2. The nonforfeiture provision shall provide a benefit available in the event of a default in the payment of any premiums

and shall state that the insurer may adjust the amount of the benefit initially granted only as needed to reflect changes

in claims, persistency, and interest as reflected in changes in rates for premium paying contracts approved by the

Director under to A.R.S. § 20-1691.08 for the same contract form; and

The nonforfeiture provision shall provide at least one of the following:

a. Reduced paid-up premiums,

b. Extended term insurance,

c. Shortened benefit period; or

d. Other similar offerings that the Director has approved.

[

R20-6-1020. Standards for Benefit Triggers

A.
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A long-term care insurance policy shall condition the payment of benefits on a determination of the insured’s ability to
perform activities of daily living and on cognitive impairment. Except as otherwise provided in R20-6-1021, eligibility for

the payment of benefits shall not be more restrictive than requiring either a deficiency in the ability to perform not more
than three of the activities of daily living or the presence of cognitive impairment.
Activities of daily living shall include at least the following as defined in R20-6-1003 and in the policy:
Bathing;
Continence;
Dressing;
Eating;
Toileting; and
6. Transferring:;
n insurer may use additional activities of daily living to trigger covered benefits if the activities are defined in the policy.
An insurer may use additional provisions to determine when benefits are payable under a policy or certificate; however

the provisions shall not restrict, and are not in licu of, the requirements in subsections (A) and (B).

For purposes of this Section the determination of a deficiency shall not be more restrictive than:
1. Requiring the hands-on assistance of another person to perform the prescribed activities of daily living; or

2. Ifthe deficiency is due to the presence of a cognitive impairment, requiring supervision or verbal cueing by another
person to protect the insured or others.

Licensed or certified professionals, such as physicians, nurses or social workers, shall perform assessments of activities of

daily living and cognitive impairment.

The requirements in this Section are effective on and after November 10, 2005 and shall apply as follows:
1. Except as provided in subsection (G)(2). the provisions of this Section apply to a long-term care policy issued in this

[ [ [ =

N
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state on or after January 10, 2005.

2. The provisions of this Section do not apply to certificates issued on or after January 10, 2005, under a long-term care
insurance policy issued to a group as defined in A.R.S. § 20-1691(5)(a), which policy was in force on January 10,
2005.

R20-6-1021. Additional Standards for Benefit Triggers for Qualified Long-Term Care Insurance Contracts

A. A qualified long-term care insurance contract shall pay only for qualified long-term care services received by a chroni-
cally ill individual provided under a plan of care prescribed by a licensed health care practitioner.

B. A qualified long-term care insurance contract shall condition the payment of benefits on a certified determination of the
insured’s inability to perform activities of daily living for an expected period of at least 90 days due to a loss of functional
capacity or to severe cognitive impairment.

Licensed or certified professionals, including physicians. registered professional nurses. and licensed social workers, shall
perform the certified determinations regarding activities of daily living and cognitive impairment required under subsec-
tion (B).

Certified determinations required under to subsection (B) may be performed at the direction of the carrier as is reasonably
necessary with respect to a specific claim, except that when a licensed health care practitioner has certified that an insured
is unable to perform activities of daily living for an expected period of at least 90 days due to a loss of functional capacity

and the insured is in claim status, the certified determination may not be rescinded and additional certified determinations
may not be performed until after the expiration of the 90-day period.

1o

[

R%O—é—l-(-)-l-S—RZO 6- 1022 Standard Format Outllne of Coverage

B—A The outhne of coverage Drescrlbed in A. R S S 20- 1691 06 shall be a free standmg document using no smaller than 10
point type, and shall contain no advertising or promotional material efan-advertisingnatare.

&:B.Text whieh that is capitalized or underscored in the standard format outline of coverage may be emphasized by other
means which-previde that give prominence equivalent to saeh capitalization or underscoring.

P-C.An insurer shall use Hse-of the text and sequence of text-ef in the standard format outline of coverage prescribed in
Appendix € ] ismandatery, unless otherwise specifically indicated.

R20-6-1646-R20-6-1023. Requirement to Deliver Shopper's Guide

A. All prospective applicants of a long-term care insurance policy or certificate shall be-previded receive a long-term care
shopper's guide approved by the Director. This requirement may be satisfied by delivery of the current edition of the long-
term care shopper's guide in the format developed by the National Association of Insurance Commissioners.
1. In the case of agent insurance producer solicitation, ag-agent an insurance producer shall deliver the shopper's guide

prior-to-the-presentationof before presenting an application or enrollment form.
2. Inthe case of direct response solicitations, the insurer shall provide the shopper's guide shall-be-presentedineonjune-
tienr with any application or enrollment form.

B. A prospective applicant for a life insurance policy or rider containing accelerated long-term care benefits is not required to
receive the guide described in subsection A, but shall receive the policy summary required under A.R.S. § 20-1691.06.

R20-6-1024. Instructions for Appendices
Information that is designated as a “Drafting Instruction” in a form appended to this Article is not required to be included as

part of the form. Any person using the form shall abide by the instructions when drafting, preparing, or completing the form.
APPENDIX A

Long-term Care Insurance

Personal Worksheet

People buy long-term care insurance for many reasons. Some don’t want to use their own assets to pay for long-term care.

Some buy insurance to make sure they can choose the type of care they get. Others don’t want their family to have to pay for
care or don’t want to go on Medicaid. But long-term care insurance may be expensive, and may not be right for everyone.

By state law, the insurance company must fill out part of the information on this worksheet and ask you to fill out the rest to
help you and the company decide if you should buy this policy.

Premium Information
Policy Form Numbers
The premium for the coverage you are considering will be [$ per month, or $ per year,] [a one-time single
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premium of $ ]

Type of Policy (noncancellable/guaranteed renewable):

The Company's Right to Increase Premiums:
[The company cannot raise your rates on this policy.] [The company has a right to increase premiums on this policy form in the
future, provided it raises rates for all policies in the same class in this state.] [Insurers shall use appropriate bracketed state-

ment. Rate guarantees shall not be shown on this form.

Rate Increase History
The company has sold long-term care insurance since [year] and has sold this policy since [year]. [The company has never
raised its rates for any long-term care policy it has sold in this state or any other state.] [The company has not raised its rates

for this policy form or similar policy forms in this state or any other state in the last 10 years.] [The company has raised its pre-

mium rates on this policy form or similar policy forms in the last 10 years. Following is a summary of the rate increases.

(Drafting Instruction: A company may use the first bracketed sentence above only if it has never increased rates under any

prior policy forms in this state or any other state. The issuer shall list each premium increase it has instituted on this or similar
policy forms in this state or any other state during the last 10 years. The list shall provide the policy form, the calendar years
the form was available for sale, and the calendar year and the amount (percentage) of each increase. The insurer shall provide
minimum and maximum percentages if the rate increase is variable by rating characteristics. The insurer may provide, in a fair
manner, additional explanatory information as appropriate.)

Questions Related to Your Income

How will you pay each year’s premium?
OFrom my Income [OFrom my Savings/Investments [My Family will Pay

[0 Have you considered whether you could afford to keep this policy if the premiums went up, for example, by 20%?

(Drafting Instruction: The issuer is not required to use the bracketed sentence if the policy is fully paid up or is a noncancel-

lable policy.)

What is your annual income? (check one)[(1Under $10,000 [1$[10-20,000] [1$[20-30,000] [1$[30-50,000] CIOver $50.000

(Drafting Instruction: The issuer may choose the numbers to put in the brackets to fit its suitability standards.)

How do you expect your income to change over the next 10 years? (check one)

[INo change OlIncrease ODecrease
If vou will be paving premiums with money received only from your own income, a rule of thumb is that you may not
be able to afford this policy if the premiums will be more than 7% of vour income.

Will you buy inflation protection? (check one) [0 Yes [ No

If not, have you considered how you will pay for the difference between future costs and your daily benefit amount?

OFrom my Income [JFrom my Savings/Investments [IMy Family will Pay
The national average annual cost of care in [insert vear] was [insert $§ amount], but this figure varies across the
country. In ten vears the national average annual cost would be about [insert § amount] if costs increase 5% annu-

ally.
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(Drafting Instruction: The projected cost can be based on federal estimates in a current year. In the above statement, the sec-
ond figure equals 163% of the first figure.)

What elimination period are vou considering? Number of days Approximate cost $ for that period of care.

How are you planning to pay for yvour care during the elimination period? (check one)

OFrom my Income OFrom my Savings/Investments OMy Family will Pay

Questions Related to Your Savings and Investments
Not counting your home, about how much are all of your assets (your savings and investments) worth? (check one)
OUnder $20.000 [1$20.000-$30,000 [71$30,000-$50,000 OOver $50,000

How do you expect your assets to change over the next ten years? (check one)

[OStay about the same OIncrease ODecrease
If vou are buying this policy to protect your assets and your assets are less than $30.000, you may wish to consider
other options for financing your long-term care.

Disclosure Statement

O The answers to the questions above describe my financial situation.
or
O I choose not to complete this information.

(Check one.)
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O

I acknowledge that the carrier and/or its agent (below) has reviewed this form with me

including the premium. premium rate increase history and potential for premium

increases in the future. [For direct mail situations, use the following: I acknowledge that I

have reviewed this form including the premium, premium rate increase history and

potential for premium increases in the future.] I understand the above disclosures. I

understand that the rates for this policy may increase in the future. (This box must

be checked).

Signed:

(Applicant) (Date)

[0 1 explained to the applicant the importance of completing this information.

Signed:

(Insurance Producer) (Date)

Insurance Producer’s Printed Name: ]

[In order for us to process your application, please return this signed statement to [name of company], along with your applica-

tion.

[My agent has advised me that this policy does not seem to be suitable for me. However, I still want the company to consider
my application.

Signed:

(Applicant) (Date)

(Drafting Instruction: Choose the appropriate sentences depending on whether this is a direct mail or insurance producer

sale.)

The company may contact you to verify your answers.

(Drafting Instruction: When the Long-Term Care Insurance Personal Worksheet is furnished to employees and their spouses

under employer group policies, the text from the heading “Disclosure Statement” to the end of the page may be removed.)
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APPENDIX B

Long-term Care Insurance
Potential Rate Increase Disclosure Form

Instructions:

This form provides information to the applicant regarding premium rate schedules, rate schedule adjustments, potential rate
revisions, and policyholder options in the event of a rate increase.

Insurers shall provide all of the following information to the applicant:

Long-term Care Insurance
Potential Rate Increase Disclosure Form

1. [Premium Rate] [Premium Rate Schedules]: [Premium rate] [Premium rate schedules] that [is][are] applicable to you
and that will be in effect until a request is made and [approved] for an increase [is][are] [on the application][$ 1))

2. The [premium] [premium rate schedule] for this policy [will be shown on the schedule page of] [will be attached to]
your policy.

3. Rate Schedule Adjustments:
The company will provide a description of when premium rate or rate schedule adjustments will be effective (e.g., next
anniversary date, next billing date, etc.) (fill in the blank):

4. Potential Rate Revisions:

This policy is Guaranteed Renewable. This means that the rates for this product may be increased in the future. Your

rates can NOT be increased due to your increasing age or declining health, but your rates may go up based on the experi-
ence of all policyholders with a policy similar to yours.

If you receive a premium rate or premium rate schedule increase in the future, vou will be notified of the new pre-

mium amount and you will be able to exercise at least one of the following options:

m  Pay the increased premium and continue your policy in force as is.

m  Reduce your policy benefits to a level such that your premiums will not increase. (Subject to state law minimum stan-
dards.)

m  Exercise your nonforfeiture option if purchased. (This option is available for purchase for an additional premium.)
m  Exercise your contingent nonforfeiture rights.* (This option may be available if you do not purchase a separate
nonforfeiture option.)

Contingent Nonforfeiture
If the premium rate for your policy goes up in the future and you didn’t buy a nonforfeiture option, you may be eligible for

contingent nonforfeiture. Here’s how to tell if you are eligible:
You will keep some long-term care insurance coverage, if:

* Your premium after the increase exceeds your original premium by the percentage shown (or more) in the following

table; and
* You lapse (not pay more premiums) within 120 days of the increase.

Turn the Page

The amount of coverage (i.e., new lifetime maximum benefit amount) you will keep will equal the total amount of premiums

you have paid since your policy was first issued. If you have already received benefits under the policy, so that the remaining
maximum benefit amount is less than the total amount of premiums you’ve paid, the amount of coverage will be that remain-
ing amount.

Except for this reduced lifetime maximum benefit amount, all other policy benefits will remain at the levels attained at the
time of the lapse and will not increase thereafter.

Should you choose this Contingent Nonforfeiture option, your policy, with this reduced maximum benefit amount, will be con-
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sidered “paid-up” with no further premiums due.

Example:
* You bought the policy at age 65 and paid the $1.000 annual premium for 10 years, so you have paid a total of

$10.000 in premium.

« In the eleventh year, you receive a rate increase of 50%. or $500 for a new annual premium of $1,500, and you
decide to lapse the policy (not pay any more premiums).

* Your “paid-up” policy benefits are $10,000 (provided you have a least $10,000 of benefits remaining under your
policy.)

Turn the Page

Contingent Nonforfeiture
Cumulative Premium Increase over Initial Premium
That qualifies for Contingent Nonforfeiture
Percentage increase is cumulative from date of original issue. It does NOT represent a one-time increase.
Issue Age Percent Increase Over Initial Premium

29 and under 200%
30-34 190%
35-39 170%
45-49 130%
50-54 110%
55-59 90%
60 10%
61 66%
62 62%
63 58%
64 34%
65 50%
66 48%
67 46%
68 44%
69 42%
70 40%
71 38%
2 36%
3 34%
74 32%
75 30%
16 28%
77 26%
78 24%
79 22%
80 20%
81 19%
82 18%
83 17%
84 16%
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85 15%
86 14%
87 13%
88 12%
89 11%
90 and over 10%

APPENDIX A C

NOTICE TO APPLICANT REGARDING REPLACEMENT OF INDIVIDUAL ACEHBENFAND-SICKNESS
HEALTH OR LONG-TERM CARE INSURANCE

[Insurance company's name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE.

According to [your application] [1nformat10n you have furnished], you intend to lapse or otherwise terminate existing
acetdent-and-siekness health or long-term care insurance and replace it with an individual long-term care insurance policy
to be issued by [company name] Insurance Company. Your new policy provides [thirty (30)] ften1+0)} days within which
you may decide, without cost, whether you desire to keep the policy. For your own information and protection, you should
be aware of and seriously consider certain factors which may affect the insurance protection available to you under the
new policy.

You should review this new coverage carefully, comparing it with all aeeident-and-siekness health or long-term care
insurance coverage you now have, and terminate your present policy only if, after due consideration, you find that pur-
chase of this long-term care coverage is a wise decision.

STATEMENT TO APPLICANT BY AGENT [BROKER INSURANCE PRODUCER OR OTHER REPRESENTATIVE]:

(Use additional sheets, as necessary.)

I have reviewed eur your current medical or health insurance coverage. I believe the replacement of insurance
involved in this transaction materially improves your position. My conclusion has taken into account the following con-
siderations which I call to your attention:

1. Health conditions whiek that you may presently have (preexisting conditions) may not be immediately or fully
covered under the new policy. This could result in denial or delay in payment of benefits under the new policy, whereas
even though a similar claim might have been payable under your present policy.

2. State law provides that your replacement policy or certificate may not contain new preexisting conditions or proba-
tion periods. Your insurer will waive any time periods applicable to preexisting conditions or probationary periods in the
new policy (or coverage) for similar benefits to the extent such time was spent (depleted) under the original policy.

3. If you are replacing existing long-term care insurance coverage, you may wish to secure the advice of your present
insurer or its ageat insurance producer regarding the proposed replacement of your present policy. This is not only your
right, but it is also in your best interest to make sure you understand all the relevant factors involved in replacing your
present coverage.

4. If, after due consideration, you still wish to terminate your present policy and replace it with new coverage, be cer-
tain to truthfully and completely answer all questions on the application concerning your medical health history. Failure to
include all material medical information on an application may provide a basis for the company to deny any future claims
and to refund your premium as though your policy had never been in force. After the application has been completed and
before you sign it, reread it carefully to be certain that all information has been property recorded.

(Signature of Ageney;Breker Insurance Producer or Other Representative) (Company Name)

(Typed Name and Address of Agent-erBreker Insurance Producer)

The above “Notice to Applicant” was delivered to me on:

(Date)

(Applicant's Signature)
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APPENDIX B D

NOTICE TO APPLICANT REGARDING REPLACEMENT OF ACEIDENFAND-SICKNESS HEALTH OR
LONG-TERM CARE INSURANCE

[Insurance company's name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE

According to [your application] [1nformat10n you have furnished], you intend to lapse or otherwise terminate existing
acetdent-and-siekness health or long-term care insurance and replace it with the long-term care insurance policy being
delivered hereinr and issued by [company name] Insurance Company. Your new policy prevides gives you thirty (30) days
within-whieh-yewsmay to decide, without cost, whether you desire want to keep the policy. For your own information and
protection, you should be aware of and seriously consider certain facts which may affect the insurance protection avail-
able to you under the new policy.

You should review this new coverage carefully, comparing it with all aeeident-and-stekness health coverage you now
have, and terminate your present policy only if, after due consideration, you find that purchase of this long-term care cov-
erage is a wise decision.

1. Health conditions which you may presently have (preexisting conditions), may not be immediately or fully covered
under the new policy. This could result in denial or delay in payment of benefits under the new policy, whereas even
though a similar claim might have been payable under your present policy.

2. State law provides that your replacement policy or certificate may not contain new preexisting conditions or proba-
tionary periods. The insurer will waive any time periods applicable to preexisting conditions or probationary periods in
the new policy (or coverage) for similar benefits to the extent such time was spent (depleted) under the original policy.

3. If you are replacing existing long-term care insurance coverage, you may wish to secure the advice of your present
insurer or its agent regarding the proposed replacement of your present policy. This is not only your right, but it is also in
your best interest to make sure you understand all the relevant factors involved in replacing your present coverage.

4. [To be included only if the application is attached to the policy.] If, after due consideration, you still wish to termi-
nate your present policy and replace it with new coverage, read the copy of the application attached to your new policy
and be sure that all questions are answered fully and correctly, Omissions or misstatements in the application could cause
an otherwise valid claim to be denied. Carefully check the application and write to [company name and address] within
thirty (30) days if any information is not correct and complete, or if any past medical history has been left out of the appli-
cation.

[COMPANY NAME]
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APPENDIX E

Long-term Care Insurance
Replacement and Lapse Reporting Form

For the State of

For the Reporting Year of

Company Name: Due: June 30 annually
Company Address: Company NAIC Number:
Contact Person: Phone Number: ( )
Instructions

The purpose of this form is to report on a statewide basis information regarding long-term care insurance policy replacements

and lapses. Every insurer shall maintain the following records for each insurance producer: (1) amount of long-term care insur-
ance replacement sales as a percent of the insurance producer’s total annual sales and (2) the amount of lapses of long-term
care insurance policies sold by the insurance producer as a percent of the insurance producer’s total annual sales. The tables
below should be used to report the ten percent (10%) of the insurer’s insurance producers with the greatest percentages of

replacements and lapses.
Listing of the 10% of Insurance Producers with the Greatest Percentage of Replacements

Insurance Producer’s | Number of Policies Number of Policies Replaced | Number of Replacements
Name Sold By This Insurance as % of Number of Policies
Producer By This Insurance Producer Sold By This Insurance Producer

Listing of the 10% of Insurance Producers with the Greatest Percentage of Lapses

Insurance Producer’s | Number of Policies Number of Policies Lapsed Number of Lapses As %
Name Sold By This Insurance | By This Insurance Producer of Number Sold By
Producer This Insurance Producer

Company Totals

Percentage of Replacement Policies Sold to Total Annual Sales %

Percentage of Replacement Policies Sold to Policies In Force (as of the end of the preceding calendar year %
Percentage of Lapsed Policies to Total Annual Sales %
Percentage of Lapsed Policies to Policies In Force (as of the end of the preceding calendar year) %
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APPENDIX F

Long-term Care Insurance
Claims Denial Reporting Form

For the State of

For the Reporting Year of

Due: June 30 annually

Company Address:

Company NAIC Number:

Contact Person: Phone Number:
Line of Business:Individual Group

Instructions

The purpose of this form is to report all long-term care claim denials under in-force long-term care insurance policies.

3

because of an applicable preexisting condition.

‘Denied” means a claim that is not paid for any reason other than for claims not paid for failure to meet the waiting period or

State Data | Nationwide Datal

Total Number of Long-Term Care Claims Reported

2 Total Number of Long-Term Care Claims Denied/Not Paid

3 Number of Claims Not Paid due to Preexisting Condition Exclusion

4 Number of Claims Not Paid due to Waiting (Elimination) Period Not Met

5 Net Number of Long-Term Care Claims Denied for Reporting Purposes (Line
2 Minus Line 3 Minus Line 4)

6 Percentage of Long-Term Care Claims Denied of Those Reported (Line 5
Divided By Line 1)

7 Number of Long-Term Care Claim Denied due to:

8 « Long-Term Care Services Not Covered under the Policy?

9 « Provider/Facility Not Qualified under the Policy>

10 « Benefit Eligibility Criteria Not Met*

11 * Other

=

bl

|~
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The nationwide data may be viewed as a more representative and credible indicator where the data for claims reported and
denied for your state are small in number.

Example—home health care claim filed under a nursing home only policy.
Example—a facility that does not meet the minimum level of care requirements or the licensing requirements as outlined
in the policy.
Examples—a benefit trigger not met, certification by a licensed health care practitioner not provided, no plan of care.

Volume 10, Issue 47



Arizona Administrative Register / Secretary of State

Company Name

Notices of Final Rulemaking

APPENDIX G
RESCISSION REPORTING FORM FOR
LONG-TERM CARE POLICIES
FOR THE STATE OF

FOR THE REPORTING YEAR

Address:

Phone Number:

Due: March 1 annually

Instructions:

The purpose of this form is to report all rescissions of long-term care insurance policies or certificates. Those rescissions vol-

untarily effectuated by an insured are not required to be included in this report. Please furnish one form per rescission.

Policy
Form #

Policy and
Certificate #

Name of
Insured

Date of

Policy
Issuance

Date/s
Claim/s
Submitted

Date of
Rescission

Detailed reason for rescission:

Signature

Name and Title (please type)

Date
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APPENDIX H

Things You Should Know Before You Buy
Long-Term Care Insurance

Long-Term * A long-term care insurance policy may pay most of the costs for your care in a nursing
Care home. Many policies also pay for care at home or other community settings. Since policies
Insurance can vary in coverage, you should read this policy and make sure you understand what it

covers before you buy it.

* [You should not buy this insurance policy unless you can afford to pay the premiums
every year.] [Remember that the company can increase premiums in the future.]

(Drafting Instruction: For single premium policies. delete this bullet; for noncancellable policies, delete the second sentence

only.)

+ The personal worksheet includes questions designed to help you and the company determine
whether this policy is suitable for your needs.

Medicare * Medicare does not pay for most long-term care.

Medicaid * Medicaid will generally pay for long-term care if you have very little income and few assets.
You probably should not buy this policy if you are now eligible for Medicaid.

* Many people become eligible for Medicaid after they have used up their own financial
resources by paying for long-term care services.

» When Medicaid pays your spouse’s nursing home bills, you are allowed to keep your house
and furniture, a living allowance, and some of your joint assets.

* Your choice of long-term care services may be limited if you are receiving Medicaid. To learn
more about Medicaid, contact your local or state Medicaid agency.

Shopper’s * Make sure the insurance company or agent gives you a copy of a book called the National
Guide Association of Insurance Commissioners’ “Shopper’s Guide to Long-Term Care Insurance.”
Read it carefully. If you have decided to apply for long-term care insurance, you have the right to
return the policy within 30 days and get back any premium you have paid if you are dissatisfied
for any reason or choose not to purchase the policy.

Counseling » Free counseling and additional information about long-term care insurance are available
through your state’s insurance counseling program. Contact your state insurance department or

department on aging for more information about the senior health insurance counseling program
in your state.
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APPENDIX I

Long-Term Care Insurance Suitability Letter
Dear [Applicant]:
Your recent application for long-term care insurance included a “personal worksheet,” which asked questions about your

finances and your reasons for buying long-term care insurance. For your protection, state law requires us to consider this infor-
mation when we review your application, to avoid selling a policy to those who may not need coverage.

[Your answers indicate that long-term care insurance may not meet your financial needs. We suggest that you review the infor-
mation provided along with your application, including the booklet “Shopper’s Guide to Long-Term Care Insurance” and the

page titled “Things You Should Know Before Buying Long-Term Care Insurance.” Your state insurance department also has
information about long-term care insurance and may be able to refer you to a counselor free of charge who can help you decide

whether to buy this policy.]

[You chose not to provide any financial information for us to review.
(Drafting Instruction: Choose the paragraph that applies.)

We have suspended our final review of your application. If, after careful consideration, you still believe this policy is what you
want, check the appropriate box below and return this letter to us within the next 60 days. We will then continue reviewing

your application and issue a policy if you meet our medical standards.

If we do not hear from you within the next 60 days., we will close your file and not issue you a policy. You should understand
that you will not have any coverage until we hear back from you, approve your application and issue you a policy.

Please check one box and return in the enclosed envelope.

O Yes, [although my worksheet indicates that long-term care insurance may not be a suitable purchase,] I wish to purchase
this coverage. Please resume review of my application.

Drafting Instruction: Delete the phrase in brackets if the applicant did not answer the questions about income.

O No. I have decided not to buy a policy at this time.

APPLICANT’S SIGNATURE DATE

Please return to [issuer] at [address] by [date].
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APPENDIX € J
[COMPANY NAME]
[ADDRESS - CITY & STATE]
[TELEPHONE NUMBER]
LONG-TERM CARE INSURANCE
OUTLINE OF COVERAGE
[Policy Number or Group Master Policy and Certificate Number]

[Except for policies or certificates which are guaranteed issue, the following caution statement, or language substan-
tially similar, saust shall appear as follows in the outline of coverage.]

Caution: The issuance of this long-term care insurance [policy] €[certificate] is based upon your responses to the
questions on your application. A copy of your [application] [enrollment form] [is enclosed] [was retained by you when
you applied]. If your answers are incorrect or untrue, the company has the right to deny benefits or rescind your policy.
The best time to clear up any questions is now, before a claim arises! If, for any reason, any of your answers are incorrect,
contact the company at this address: [insert address]

1. This policy is [an individual policy of insurance] [a group policy] which was issued in the [indicate jurisdiction in
which group policy was issued].

2. PURPOSE OF OUTLINE OF COVERAGE. This outline of coverage provides a very brief description of the
important features of the policy. You should compare this outline of coverage to outlines of coverage for other policies
available to you. This is not an insurance contract, but only a summary of coverage. Only the individual or group policy
contains governing contractual provisions. This means that the policy or group policy sets forth in detail the rights and
obligations of both you and the insurance company. Therefore, if you purchase this coverage, or any other coverage, it is
important that you READ YOUR POLICY (OR CERTIFICATE) CAREFULLY!

3. FEDERAL TAX CONSEQUENCES

This [POLICY] [CERTIFICATE] is intended to be a federally tax-qualified long-term care insurance contract under
Section 7702(B)(b) of the Internal Revenue Code of 1986, as amended.

or

Federal Tax Implications of this [POLICY] [CERTIFICATE]. This [POLICY] [CERTIFICATE].is not intended to be
a federally tax-qualified long-term care insurance contract under Section 7702(B)(b) of the Internal Revenue Code of
1986, as amended. Benefits received under the [POLICY] [CERTIFICATE] may be taxable as income.

4. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE CONTINUED IN FORCE OR DISCON-
TINUED

(a) [For long-term care health insurance policies or certificates describe one of the following permissible policy

renewability provisions:

(1) Policies and certificates that are guaranteed renewable shall contain the following statement:] RENEW-
ABILITY: THIS POLICY [CERTIFICATE] IS GUARANTEED RENEWABLE. This means you have the
right, subject to the terms of your policy, [certificate] to continue this policy as long as you pay your premi-
ums on time. [Company Name] cannot change any of the terms of your policy on its own, except that, in the
future, IT MAY INCREASE THE PREMIUM YOU PAY.

(2) [Policies and certificates that are noncancellable shall contain the following statement:] RENEWABILITY:
THIS POLICY [CERTIFICATE] IS NONCANCELLABLE. This means that you have the right, subject to
the terms of your policy, to continue this policy as long as you pay your premiums on time. [Company
Name] cannot change any of the terms of your policy on its own and cannot change the premium you cur-
rently pay. However, if your policy contains an inflation protection feature where you choose to increase
your benefits, [Company Name] may increase your premium at that time for those additional benefits.

(b) [For group coverage, specifically describe continuation/conversion provisions applicable to the certificate and
group policy:;

(c) [Describe waiver of premium provisions or state that there are not such provisions;]
5. TERMS UNDER WHICH THE COMPANY MAY CHANGE PREMIUMS
[In bold type larger than the maximum type required to be used for the other provisions of the outline of coverage, state

whether or not the company has a right to change the premium, and if a right exists, describe clearly and concisely each

circumstance under which the premium may change.]
36. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE RETURNED AND PREMIUM

REFUNDED.
(a) [Provide a brief description of the right to return - “free look™ provision of the policy.]
(b) [Include a statement that the policy either does or does not contain provisions providing for a refund or partial refund
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of premium upon the death of an insured or surrender of the policy or certificate. If the policy contains such provisions,
include a description of them.]

4.7. THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for Medicare, review the Medicare
Supplement Buyer's Guide available from the insurance company.

(a) [For agents insurance producers] Neither [insert company name] nor its [agents or insurance producers] represent
Medicare, the federal government or any state government.

(b) [For direct response] [insert company name] is not representing Medicare, the federal government or any state
government.

5:8. LONG-TERM CARE COVERAGE. Policies of this category are designed to provide coverage for + one or more
necessary or medically necessary diagnostic, preventive, therapeutic, rehabilitative, maintenance, or personal care ser-
vices, provided in a setting other than an acute-care unit of a hospital, such as in a nursing home, in the community or in
the home.

This policy provides coverage in the form of a fixed dollar indemnity benefit for covered long-term care expenses,
subject to policy [limitations] [waiting periods] and [coinsurance] requirements. [Modify this paragraph if the policy is
not an indemnity policy.]

6 9. BENEFITS PROVIDED BY THIS POLICY

(a) [Covered services, related deductible(s), waiting periods, elimination periods and benefit maximums.]

(b) [Institutional benefits, by skill level.]

(¢) [Non-institutional benefits, by skill level.]

(d) Eligibility for Payment of Beneﬁt

shall be defined and described as part of the outline of coverage.
[Any additional benefit sereens-must triggers shall be explained in this Section. If these sereens triggers differ for dif-

ferent benefits, explanation of the sereen—sheuld triggers shall accompany each benefit description. If an attending physi-
cian or other specified person must certlfy a certaln level of functlonal dependency in order to be e11g1b1e for beneﬁts thls
too must be spec1ﬁed aetiv y o o

7:10. LIMITATIONS AND EXCLUSIONS.

[Describe:

(a) Preexisting conditions;

(b) Non-eligible faeilities/provider facilities and providers;

(c) Non-eligible levels of care (e.g., unlicensed providers, care or treatment provided by a family member, etc.);

(d) Exelustonsfexeeptions Exclusions and exceptions;

(e) Limitations.]

[This Section shewuld shall provide a brief specific description of any policy provisions which limit, exclude, restrict,
reduce, delay, or in any other manner operate to qualify payment of the benefits described in paragraph 6 above.]

THIS POLICY MAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YOUR LONG-TERM CARE
NEEDS.

8:11. RELATIONSHIP OF COST OF CARE AND BENEFITS. Because the costs of long-term care services will
likely increase over time, you should consider whether and how the benefits of this plan may be adjusted. {[As applicable,
indicate the following:

(a) That the benefit level will not increase over time;

(b) Any automatic benefit adjustment provisions;

(c) Whether the insured will be guaranteed the option to buy additional benefits and the basis upon which benefits
will be increased over time if not by a specified amount or percentage;

(d) If there is such a guarantee, include whether additional underwriting or health screening will be required, the fre-
quency and amounts of the upgrade options, and any significant restrictions or limitations;

(e) And-finally;—deseribe Describe whether there will be any additional premium charge imposed, and how that is to
be calculated ]

10:12.ALZHEIMER'S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.
[State that the policy provides coverage for insureds clinically diagnosed as having Alzheimer's disease or related
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degenerative and dementing illnesses. Specifically describe each benefit screen or other policy provision which provides
preconditions to the availability of policy benefits for such an insured.]

H-13. PREMIUM.

[(a) State the total annual premium for the policy;

(b) If the premium varies with an applicant's choice among benefit options, indicate the portion of annual premium
which corresponds to each benefit option.]

12:14. ADDITIONAL FEATURES.

[(a) Indicate if medical underwriting is used;

(b) Describe other important features. ]

15. CONTACT THE STATE SENIOR HEALTH INSURANCE ASSISTANCE PROGRAM IF YOU HAVE GEN-
ERAL QUESTIONS REGARDING LONG-TERM CARE INSURANCE. CONTACT THE INSURANCE COMPANY
IF YOU HAVE SPECIFIC QUESTIONS REGARDING YOUR LONG-TERM CARE INSURANCE POLICY OR CER-
TIFICATE.
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	NOTICE OF FINAL RULEMAKING
	TITLE 9. HEALTH SERVICES
	CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM ADMINISTRATION
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R9-22-706 Repeal R9-22-708 Amend

	2. The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are implementing (specific):
	Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01
	Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(I), and 36-2908(C)

	3. The effective date of the rules:
	January 1, 2005

	4. A list of all previous notices appearing in the Register addressing the final rule:
	Notice of Rulemaking Docket Opening: 10 A.A.R. 1397, April 9, 2004 Notice of Proposed Rulemaking: 10 A.A.R. 3146, August 13, 2004

	5. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
	Name: Mariaelena Ugarte
	Address: AHCCCS Office of Legal Assistance 701 E. Jefferson, Mail Drop 6200 Phoenix, AZ 85034
	Telephone: (602) 417-4580
	Fax: (602) 253-9115
	E-mail: AHCCCSRules@ahcccs.state.az.us

	6. An explanation of the rule, including the agency’s reasons for initiating the rule:
	The proposed rules were amended as result of a 5-Year-Rule Review, finding that clarification was needed in areas where the rule...

	7. A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or justifica...
	No studies were reviewed

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of authority of a political subdivision of this state:
	Not applicable

	9. The summary of the economic, small business, and consumer impact:
	AHCCCS anticipates minimal impact.
	The rule has been revised to repeal outdated information. In addition, a clearer verbiage of how payments for services provided ...

	10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
	R9-22-708(E) has been reworded to better convey to whom reimbursement is applicable in a certain situation. The wording has been...

	11. A summary of the comments made regarding the rule and the agency response to them:
	None

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
	None

	13. Incorporations by reference and their location in the rules:
	None

	14. Was this rule previously adopted as an emergency rule?
	No

	15. The full text of the rules follows:

	TITLE 9. HEALTH SERVICES
	CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM ADMINISTRATION
	ARTICLE 7. STANDARDS FOR PAYMENTS
	Section
	R9-22-706. Payments by the Administration for Services Provided to Eligible Persons Repealed
	R9-22-708. Payments for services provided to eligible Services Provided to Eligible Native Americans residing on reservation

	ARTICLE 7. STANDARDS FOR PAYMENTS
	R9-22-706. Payments by the Administration for Services Provided to Eligible Persons Repealed
	A. Payment for emergency and medically necessary non-hospital outpatient services. The Administration shall make payments as defined in R9-22-710 for emergency and medically necessary non-hospital services provided to eligible persons.
	1. For dates of service on or before September 30, 1997, emergency services provided to the indigent, the medically needy, and e...
	2. For dates of service on or before September 30, 1997, medically necessary services provided to categorically eligible persons...

	B. Indian Health Service. The Administration shall pay IHS the all-inclusive inpatient, outpatient, or ambulatory surgery rates ...
	R9-22-708. Payment for services provided to eligible Services Provided to Eligible Native Americans Residing on Reservation

	A. Categorically eligible Native Americans may enroll with a contractor in accordance with Article 3 of these rules.
	B. Categorically eligible Native Americans who do not select an AHCCCS contractor and indigent and medically needy Native Americans shall be assigned in accordance with Article 3 of these rules.
	C. Providers and nonproviders shall comply with prior authorization requirements of the Administration, as set forth in Article 2 of these rules, and of contractors.
	A. For purposes of this article “IHS enrolled” or “enrolled with IHS” means a Native American who has elected to receive covered services through IHS instead of a contractor.
	B. For a Native American who is enrolled with IHS, AHCCCS shall pay IHS the most recent all-inclusive inpatient, outpatient or a...
	C. When IHS refers a Native American enrolled with IHS to a provider other than an IHS or tribal facility, the provider to whom ...
	D. Contractors other than the Indian Health Service providing care to eligible Native Americans shall be reimbursed on a capitation basis. For a Native American enrolled with a contractor, AHCCCS shall pay the contractor a monthly capitation payment.
	E. Once a Native American has enrolled enrolls with a contractor, no AHCCCS shall not reimburse any provider other than IHS or a...


	NOTICE OF FINAL RULEMAKING
	TITLE 9. HEALTH SERVICES
	CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM ARIZONA LONG-TERM CARE SYSTEM
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R9-28-706 Amend

	2. The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are implementing (specific):
	Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01
	Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(I), 36-2908(C), 36-2932

	3. The effective date of the rules:
	January 1, 2005

	4. A list of all previous notices appearing in the Register addressing the final rule:
	Notice of Rulemaking Docket Opening: 10 A.A.R. 1398, April 9, 2004 Notice of Proposed Rulemaking: 10 A.A.R. 3156, August 13, 2004

	5. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
	Name: Mariaelena Ugarte
	Address: AHCCCS Office of Legal Assistance 701 E. Jefferson, Mail Drop 6200 Phoenix, AZ 85034
	Telephone: (602) 417-4580
	Fax: (602) 253-9115
	E-mail: AHCCCSRules@ahcccs.state.az.us

	6. An explanation of the rule, including the agency’s reasons for initiating the rule:
	The proposed rules were amended as a result of a 5-Year-Rule Review. During the process of reviewing the rule it was found that ...

	7. A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or justifica...
	No studies were reviewed

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of authority of a political subdivision of this state:
	Not applicable

	9. The summary of the economic, small business, and consumer impact:
	AHCCCS anticipates minimal impact to the public because the rule changes are only technical or grammatical changes and do not change the current business practice.

	10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
	The Administration determined that R9-28-706(C) would be better located in R9-22-712, because it applies to inpatient and both a...
	In addition, minor technical and grammatical changes were made.

	11. A summary of the comments made regarding the rule and the agency response to them:
	None

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
	None

	13. Incorporations by reference and their location in the rules:
	None

	14. Was this rule previously adopted as an emergency rule?
	No

	15. The full text of the rules follows:

	TITLE 9. HEALTH SERVICES
	CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM ARIZONA LONG-TERM CARE SYSTEM
	ARTICLE 7. STANDARDS FOR PAYMENTS
	Section
	R9-28-706. Payments by the Administration for Services Provided to an Eligible Persons Person

	ARTICLE 7. STANDARDS FOR PAYMENTS
	R9-28-706. Payments by the Administration for Services Provided to an Eligible Persons Person
	A. Payment for medically necessary outpatient services.
	1. The Administration shall pay for medically necessary outpatient services provided to an eligible persons person from the effe...
	2. Eligible persons An eligible person residing in areas an area that are is not served by a program contractors contractor shal...
	3. The Administration shall pay for medically necessary outpatient services provided to an eligible persons person by an out-of-...

	B. The Administration shall make payment in accordance with A.A.C. R9-22-712 9 A.A.C. 22, Article 7 for covered hospital services provided to an eligible persons person on or after March 1, 1993.
	C. Limitation on payment for hospital services. The Administration may limit payment for hospital services furnished to hospital...


	NOTICE OF FINAL RULEMAKING
	TITLE 9. HEALTH SERVICES
	CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM CHILDREN'S HEALTH INSURANCE PROGRAM
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R9-31-1616 Amend

	2. The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are implementing (specific):
	Authorizing statute: A.R.S. §§ 36-2903 and 36-2903.01
	Implementing statute: A.R.S. §§ 36-2903.01(H), 36-2903.01(J), 36-2904(I), and 36-2908(C)

	3. The effective date of the rules:
	January 1, 2005

	4. A list of all previous notices appearing in the Register addressing the final rule:
	Notice of Rulemaking Docket Opening: 10 A.A.R. 1399, April 9, 2004 Notice of Proposed Rulemaking: 10 A.A.R. 3159, August 13, 2004

	5. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
	Name: Mariaelena Ugarte
	Address: AHCCCS Office of Legal Assistance 701 E. Jefferson, Mail Drop 6200 Phoenix, AZ 85034
	Telephone: (602) 417-4580
	Fax: (602) 253-9115
	E-mail: AHCCCSRules@ahcccs.state.az.us

	6. An explanation of the rule, including the agency’s reasons for initiating the rule:
	The rules are being amended as result of a rule review completed in other Chapters pertaining to the same subject matter.
	During the review process it was found that clarification was needed in areas where the rules were outdated, and clarifying verbiage was necessary to explain how payments are made and to whom, for a Native American member.

	7. A reference to any study relevant to the rule that the agency reviewed and either relied on in its evaluation of or justifica...
	No studies were reviewed.

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of authority of a political subdivision of this state:
	Not applicable

	9. The summary of the economic, small business, and consumer impact:
	AHCCCS anticipates minimal impact to the public because the rule changes are only technical or grammatical changes and do not change the current business practice.

	10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
	R9-31-1616(A), the Administration clarified that the extent of financial liability for a contractor is the same as for the Administration.
	R9-31-1616(E) was deleted because it addressed a specific situation that no longer exists and it is not expected to occur in the future. It was also unclear whether the Administration had the statutory authority to enforce the provision.
	In addition, minor technical and grammatical changes were made.

	11. A summary of the comments made regarding the rule and the agency response to them:
	None

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
	None

	13. Incorporations by reference and their location in the rules:
	None

	14. Was this rule previously adopted as an emergency rule?
	No

	15. The full text of the rules follows:

	TITLE 9. HEALTH SERVICES
	CHAPTER 31. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM CHILDREN'S HEALTH INSURANCE PROGRAM
	ARTICLE 16. SERVICES FOR NATIVE AMERICANS
	Section
	R9-31-1616. Standards for Payments

	ARTICLE 16. SERVICES FOR NATIVE AMERICANS
	R9-31-1616. Standards for Payments
	A. The Administration shall bear no liability for providing covered services to or completing a plan of treatment for any has no...
	A contractor has no financial responsibility for services provided to a member beyond the last date of enrollment except as provided in Articles 2 and 5 of Chapter 22 of this Title, and as specified in contract.
	B. The Administration shall make payments to the IHS, a Tribal Facility, or under referral from an IHS or a Tribal Facility provider based on the Administration's capped fee schedule as specified in A.A.C. R9-22-710 for outpatient services.
	C. The Administration shall make payments to the IHS, or a Tribal Facility based on the all inclusive inpatient rates published in the Federal Register.
	C.B. The Administration shall make payments to IHS or a Tribal Facility as required under A.R.S. 36-2987(A).
	D.C. The Administration shall pay inpatient and outpatient hospital services provided rendered by a provider under referral from...
	E. The Administration shall bear no liability for a subcontract that the IHS or a Tribal Facility executes with other parties fo...


	NOTICE OF FINAL RULEMAKING
	TITLE 20. COMMERCE, BANKING, AND INSURANCE
	CHAPTER 6. DEPARTMENT OF INSURANCE
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R20-6-1001 Amend R20-6-1002 Amend R20-6-1003 Amend R20-6-1004 Amend R20-6-1005 Renumber R20-6-1005 New Section R20-6-1006 Renumb...

	2. The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are implementing (specific):
	Authorizing statutes: A.R.S. §§ 20-143, 20-1691.02
	Implementing statutes: A.R.S.§§ 20-143, 20-1691.01, 20-1691.04, 20-1691.06, 20-1691.11

	3. The effective date of the rules:
	January 3, 2005

	4. List of all previous notices appearing in the Register addressing the proposed rules:
	Notice of Rulemaking Docket Opening: 10 A.A.R. 323, January 23, 2004
	Notice of Proposed Rulemaking: 10 A.A.R. 1084, March 26, 2004

	5. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
	Name: Margaret McClelland
	Address: Department of Insurance 2910 N. 44th St., Second Floor Phoenix, AZ 85018
	Telephone: (602) 912-8456
	Fax: (602) 912-8452

	6. An explanation of the rule, including the agency's reasons for initiating the rule:
	This rulemaking carries out the mandates of Laws 2003, Ch. 133, which became effective on September 18, 2003 and amended the Ari...

	7. A reference to any study relevant to the rules that the agency reviewed and either proposes to rely on in its evaluation of o...
	None

	8. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of authority of a political subdivision of this state:
	Not applicable

	9. The summary of the economic, small business and consumer impact:
	The NAIC LTC Insurance Model Regulation is already in effect in 48 states and this rulemaking will result in greater uniformity ...
	Long-term care insurers will have some increased disclosure requirements under these rules. As a result, the insurers may have t...
	The consumers involved are consumers of long-term care insurance. Policyholders may have somewhat higher rates initially, but, a...
	Few small businesses will be directly impacted by this rule. The insurers that offer long-term care insurance are large corporat...
	The Department does not believe that small businesses will be directly impacted by this rule, therefore, the Department does not believe it is necessary to reduce the impact on small businesses.
	There will be a minimal economic impact on the Department, the Secretary of State and the Governor’s Regulatory Review Council for costs associated with the rulemaking process.

	10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
	R20-6-1002(4) is amended to correct the citation A.R.S. § 20-2102(18) to 20-2102(19).
	R20-6-1002(5) is amended to correct the citation A.R.S. § 20-2102(21) to 20-2102(22).
	R20-6-1003(A) is revised to add the following:
	4. “Agent” means a insurance producer as defined in A.R.S. § 20-281(5).
	R20-6-1003(A)(9) is revised as follows:
	“Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, or cup, or table, or by a feeding tube or intravenously.
	R20-6-1003(A)(11) is revised as follows:
	“Hands-on assistance” means physical help to an individual who could not perform a particular an activity of daily living without help from another individual, and includes minimal, moderate, or maximal help.
	R20-6-1005(E) is amended to add, “The application or enrollment form for such policies or certificates shall clearly indicate the payment plan selected by the applicant.”
	The second sentence of R20-6-1006(D)(2) is revised as follows:
	If premium increases or additional premiums will be based on the attained age of the applicant at the time of the increase, the ...

	R20-6-1007(A) is amended to restore: “Except for riders or endorsements by which the insurer effectuates a request made in writing by the insured under an individual long term care insurance policy.”
	R20-6-1017(B)(4) is revised to delete “material” to be consistent with A.R.S. § 20-443.
	The term “producer” is changed to “insurance producer” throughout the rules to be consistent with the defined term in A.R.S. § 20-281(5).
	The Department made non-substantive changes to correct Section numbering and headings.
	Additional non-substantive changes were made in response to comments from the G.R.R.C. staff.

	11. A summary of the comments made regarding the rules and the agency responses to them:
	The Department held an oral proceeding and received oral comments from two persons and then follow-up comment letters from those...
	1. Comment: The proposed regulation uses the term “producer” instead of “agent” which is in the Model Act and on various ACLI fo...
	Response: The Department will continue to accept forms with the terms “agent” and “accident and sickness” until current forms ru...
	2. Comment: It appears that the proposed rules have lessened the implementation period by 60 days or two months. The ACLI requests clarification that the implementation period will be the same as outlined in the Model Act.
	Response: The NAIC model rules provide for various implementation time periods for several sections of the rules. The Department...
	3. Comment: ACLI requests that, in the case of a discrepancy between the Arizona rules and the Model, the Arizona proposed rules be revised to be consistent with the Model.
	Response: The Department has used the Model to conform the rules to the Model as closely as practicable. The Department believes...
	4. Comment: The Department omitted language from the introductory section of the Model that states that the purpose of the regul...
	Response: The Department did not include that language because that language specified is introductory language, not regulatory ...
	5. Comment: The reference for the definition of “personal information” should be changed from A.R.S. § 20-2102(18) to 20-2102(19).
	Response: The Department agrees and the rule is amended accordingly.
	6. Comment: Some aspects of the Model definition of “similar policy forms” are omitted in the Arizona definition found in A.R.S. § 20-2102(22).
	Response: The aspects that were omitted relate to group rates. Arizona has no authority to regulate group rates, therefore, no authority to include such references in the definition.
	7. Comment: Arizona's definition of “cognitive impairment” in R20-6-1003(A)(6) should read “time or place”, rather than “time and place”, to be consistent with the Model.
	Response: The Model actually reads “place and time”; however, the Department agrees that the language should read “place, or time” and the rule is revised accordingly.
	8. Comment: The term “particular activity” in the definition of “hands on assistance” is not defined; whereas, “activity of daily living” is in R20-6-1003(1). The definition of “hands on assistance” should be revised to be consistent with the Model.
	Response: The Department will revise R20-6-1003(11) for consistency with the Model as follows:
	“Hands-on assistance” means physical help to an individual who could not perform a particular an activity of daily living without help from another individual, and includes minimal, moderate, or maximal help.
	9. Comment: Arizona's definition of “eating” in R20-6-1003(A)(8) does not include the term table as a receptacle as the Model does. Requests that Arizona language be consistent.
	Response: The rule is revised for consistency with the Model as follows:
	“Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, or cup, or table, or by a feeding tube or intravenously.
	10. Comment: R20-6-1004(E)(3) should be revised to include the phrase “for at least six months immediately prior to termination” to be consistent with the Model.
	Response: The Department disagrees that this phrase should be added. This requirement would add a requirement that would be more...
	11. Comment: R20-6-1004 (E)(4) should be revised to restore the phrase “including, but not limited to” in the text of this subsection. The commenter believes the omission restricts comparison to the items listed.
	Response: The Department deleted that phrase to comply with the current rule writing standards set forth in the Arizona Rulemaking Manual. The deletion of this phase should not affect the overall consistency of this rulemaking with the model.
	12. Comment: R20-6-1004(H)(1)(a) should be revised to remove the requirement that an enrollee be provided verification of enroll...
	Response: The Department believes that setting a time limit for verification of enrollment information is a reasonable practice ...
	13. Comment: The Department should add to R20-6-1004(I) the following language from the Model:
	A long-term care insurance policy or certificate, if it provides for home health or community care services, shall provide total...
	Response: A.R.S. § 20-1691.03(C) requires that the policy provide long-term care coverage for at least 24 consecutive months. In this instance, if the Department adopted the Model language, the language would be in conflict with the statute.
	14. Comment: R20-6-1005(D) should be revised to exclude the following sentence:
	An insured may add a designated recipient or change a designated recipient at any time by notifying the insurer in writing, and providing the name and address for the new designated recipient.
	The Department should add Model language that states: “The insurer shall notify the insured of the right to change this written designation, no less often than once every two years.”
	Response: The Department believes that the Model language is too restrictive and would not allow insureds to make changes as sit...
	15. Comment: The following sentence should be added to R20-6-1005(E) for consistency with the Model: “The application or enrollment form for such policies or certificates shall clearly indicate the payment plan selected by the applicant.”
	Response: The Department will make this change for consistency with the Model.
	16. Comment: The rate stabilization will operate to determine the appropriate premiums and it is difficult to predict the premiums based upon these requirements. The ACLI requests the second sentence in R20-6-1006(D)(2) be consistent with the Model.
	Response: This second sentence applies only to attained-age premiums. If premiums are to be increased or added, the insurer shou...
	If premium increases or additional premiums will be based on the attained age of the applicant at the time of the increase, the ...
	17. Comment: Arizona should restore the following language to R20-6-1007(A) for consistency with the Model: “Except for riders o...
	Response: The Department has restored the language to R20-6-1007(A) for consistency with the Model in response to this comment.
	18. Comment: R20-6-1009(B) should be revised to allow an insurer 30 days before a form is available for sale to provide disclosure documents and actuarial certification, rather than at the time of filing with the Department.
	Response: The Department disagrees. This information must be provided to the Department at the time of filing under A.R.S. § 20-...
	19. Comment: The first sentence in R20-6-1009(C) should be revised to change “may require” to “may request”.
	Response: The Department disagrees. If the Department needs information from an insurer because it is necessary for the protecti...
	20. Comment: R20-6-1009(B) should be made consistent with the Model language in Section 10(B) and 10(C)(2). The Model provides t...
	Response: The Department will remain consistent with statutory requirements in A.R.S. § 20-1691.08 and require that the information be provided at the time of filing.
	21. Comment: R20-6-1014(C) should be revised to include Model language that states: Any policy illustration that meets the appli...
	Response: This language would be appropriate in a state that has adopted the NAIC Life Insurance Illustrations Model Regulation ...
	22. Comment: R20-6-1015 is missing the Model provision for additional time for new certificates on existing group policies to be...
	Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
	23. Comment: R20-6-1015 is missing the Model provision that states “In the event that it is necessary to maintain consistent pre...
	Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
	24. Comment: R20-6-1015(G) omits the adverb “adequately” as found in the Model.
	Response: The word “adequately” is omitted to be consistent with rulewriting standards in the Arizona Rulemaking Manual.
	25. Comment: The rules do not contain a Model provision regarding group insurance that would provide for an exception when the terms of R20-6-1015(G) and (I) are met.
	Response: That provision relates to group insurance rates. These rules do not regulate group insurance rates.
	26. Comment: R20-6-1017(A)(4) does not contain the Model exception that provides, in the case of qualified long-term care insura...
	Response: The Department believes that this inquiry is necessary for consumer protection, and the fact that this is a qualified long-term care contract does not mean that those consumers are worthy of less protection.
	27. Comment: The rules omit Model language relative to filing requirements for advertising.
	Response: In Arizona, A.R.S. § 20-1110(E) governs filing requirements for advertisement, therefore, the Department has not included the Model requirements.
	28. Comment: AHIP requests clarification whether, when insurers are required to file new disclosure documents, they also be requ...
	Response: It is unclear what disclosure documents are being referred to. If the commenter means forms such as appendices at the ...
	29. Comment: AHIP requests clarification whether the Department will require an endorsement to implement the provision under R20...
	Response: Without reviewing the language in these policies, the Department is unable to determine whether the language in the po...

	12. Any other matters prescribed by the statute that are applicable to the specific agency or to any specific rules or class of rules:
	Not applicable

	13. Incorporations by reference and their location in the rule:
	Not applicable

	14. Were the rules previously made as emergency rules?
	No

	15. The full text of the rules follows:
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	ARTICLE 10. LONG-TERM CARE INSURANCE
	R20-6-1001. Applicability and Scope
	Except as otherwise specifically provided, this Article applies to all long-term care insurance policies delivered or issued for...
	R20-6-1002. Definitions

	A. For purposes of The definitions in A.R.S. § 20-1691 and the following definitions apply in this Article, the terms “long- ter...
	1. “Incidental” means that the value of the long-term care benefits provided is less than 10% of the total value of the benefits provided over the life of the policy, with value measured as of the date of issue.
	2. “Long-term care benefit classification” means one of the following:
	a. Institutional long-term care - benefits only;
	b. Non-institutional long-term care - benefits only; or
	c. Comprehensive long-term care benefits.

	B.3. A “managed-Managed care plan” is means a health care or assisted living agreement designed to coordinate patient care or co...
	4. “Personal information” has the same meaning prescribed in A.R.S. § 20-2102(19).
	5. “Privileged information” has the same meaning prescribed in A.R.S. § 20-2102(22).
	6. “Qualified actuary” means a member in good standing of the American Academy of Actuaries.
	7. “Similar policy forms” means all long-term care insurance policies and certificates that are issued by a particular insurer and that have the same long-term care benefit classification as a policy form being reviewed.
	R20-6-1003. Policy Definitions Terms

	A. No A long-term care insurance policy delivered or issued for delivery in this state shall not use the terms set forth below, unless the terms are defined in the policy and the definitions satisfy the following requirements:
	1. “Activities of daily living” means eating, toileting, transferring, bathing, dressing, or continence.
	1.2. “Acute condition” means that the an individual is medically unstable. Such an individual and requires frequent monitoring b...
	3. “Adult day care” means a program of social and health-related services for six or more individuals, that is provided during t...
	4. “Agent” means an insurance producer as defined in A.R.S. § 20-281(5).
	5. “Bathing” means washing oneself by sponge bath, or in a tub or shower, and includes the act of getting in and out of the tub or shower.
	6. “Cognitive impairment’ means a deficiency in a person’s:
	a. Short or long-term memory;
	b. Orientation as to person, place, or time;
	c. Deductive or abstract reasoning; or
	d. Judgment as it relates to safety awareness.

	7. “Continence” means the ability to maintain control of bowel and bladder function, or when unable to maintain control, the ability to perform associated personal hygiene, such as caring for a catheter or colostomy bag.
	8. “Dressing” means putting on and taking off all items of clothing and any necessary braces, fasteners, or artificial limbs.
	9. “Eating” means feeding oneself by getting food into the body from a receptacle such as a plate, cup, or table, or by a feeding tube or intravenously.
	2.10. “Guaranteed renewable” means the insured has the right to continue the a long-term-care insurance policy in force by the t...
	11. “Hands-on assistance” means physical help to an individual who could not perform an activity of daily living without help from another individual, and includes minimal, moderate, or maximal help.
	3.12. “Home health services” means those the services described A.R.S. § 36-151.
	13. “Level premium” means that an insurer does not have any right to change the premium, even at renewal.
	4.14. “Medicare” means “The Health Insurance for the Aged Act, Title XVIII of the Social Security Amendments of 1965 as Then Con...
	5. “Mental or nervous disorder” shall not be defined to include more than neurosis, psychoneurosis, psychopathy, psychosis, or mental or emotional disease or disorder.
	6.15. “Noncancellable” means the insured has the right to continue the long-term care insurance in force by the timely payment o...
	16. “Personal care” means the provision of hands-on assistance to help an individual with activities of daily living in relation to the level of skill required, the nature of the care, and the setting in which the care must be delivered.
	17. “Toileting” means getting to and from the toilet, getting on and off the toilet, and performing tasks associated with personal hygiene.
	18. “Transferring” means moving into or out of a bed, chair, or wheelchair.

	B. Any long-term care policy delivered or issued for delivery in this state shall include the following policy terms and provisions as specified in this subsection:
	1. “Home care” shall be defined in relation to the level of skill required, the nature of the care, and the setting in which the care must be delivered.
	2. “Intermediate care” shall be defined in relation to the level of skill required, the nature of the care, and the setting in which the care must be delivered.
	3. “Mental or nervous disorder” shall not be defined to include more than neurosis, psychoneurosis, psychopathy, psychosis, or mental or emotional disease or disorder.
	4. “Skilled nursing care,” “intermediate care,” “personal care,” “home care,” and other services shall be defined in relation to the level of skill required, the nature of the care and the setting in which care is delivered.
	C5. All Service providers of services, including but not limited to “skilled nursing facility,” “extended care facility,” “inter...
	R20-6-1004. Required Policy Provisions and Practices: Renewability; Exclusions and Limitations; Extension of Benefits; Continuation or Conversion; Discontinuance and Replacement; Home Health Care


	A. Renewability provisions.
	1. An individual Individual long-term care insurance policies policy shall contain a renewability provision. No policy issued to...
	2. An insurer shall not use the The terms “guaranteed renewable” and “noncancellable” shall not be used in any individual long-t...
	3. A qualified long-term care insurance policy shall have the guaranteed renewability provisions specified in Section 7702B(b)(1)(C) of the Internal Revenue Code of 1986 in the policy.
	4. A long-term care insurance policy or certificate shall include a statement that premium rates are subject to change, unless the policy does not afford the insurer the right to raise premiums.

	B. Limitations and Exclusions.
	1. If a long-term care insurance policy or certificate contains any limitations with respect to preexisting conditions, such the...
	2. A long-term care insurance policy or certificate containing any limitations or conditions for eligibility other than those no...
	3. No A policy may shall not be delivered or issued for delivery in this state as long-term care insurance if such the policy limits or excludes coverage by type of illness, treatment, medical condition or accident, except as follows:
	a. Preexisting conditions or disease;
	b. Mental or nervous disorders; however, this shall not permit exclusion or limitation of the benefits on the basis of Alzheimer's Disease;
	c. Alcoholism and drug addiction;
	d. Illness, treatment or medical condition arising out of:
	i. War, declared or undeclared, or act of war;
	ii. Participation in a felony, riot, or insurrection.;
	iii. Service in the armed forces or auxiliary units auxiliary thereto;
	iv. Suicide, attempted suicide, or intentionally self-inflicted injury; or
	v. Aviation, if non-fare-paying passenger.

	e. Treatment provided in a government facility, unless otherwise required by law;
	f. services Services for which benefits are available under Medicare or other governmental program, except Medicaid;
	g. any Any state or federal workers' compensation, employer's liability or occupational disease law, or any motor vehicle no-fault law;
	h. services Services provided by a member of the covered person's immediate family and services for which no charge is normally made in the absence of insurance..
	i. Expenses for services or items available or paid under another long-term care insurance or health insurance policy; or
	j. In the case of a qualified long-term care insurance policy, expenses for services or items to the extent that the expenses ar...

	f.4. Subsection (B)(2) of this rule is not intended to does not prohibit exclusions and limitations by type of provider or territorial limitations.

	C. Extension of benefits.
	A Long-term long-term care insurance policies policy shall provide that termination of long-term care insurance shall be is with...
	D. Reinstatement
	A long-term care insurance policy shall include a provision for reinstatement of coverage if a lapse occurs if the insurer recei...
	DE. Continuation or conversion provisions.
	1. A group Group long-term care insurance policy issued in this state on or after the effective date of this Section shall provide covered individuals with a basis for continuation or conversion of coverage as specified in this subsection.
	2. A The policy providing a basis for continuation of coverage shall include a policy provision which that maintains coverage un...
	3. A The policy providing a basis for conversion of coverage shall include a policy provision that an individual, whose coverage...
	a.4. A converted policy shall be an individual policy of long-term care insurance providing benefits identical to or benefits de...
	b.5. An insurer may require an individual seeking a conversion policy to make a written Written application for the converted po...
	c.6. Unless the group policy from which conversion is made replaced previous group coverage, the insurer shall calculate the pre...
	4.7. An insurer is required to provide continuation Continuation of coverage or issuance of a converted policy shall be mandatory, except where as provided in this subsection, unless:
	a. Termination of group coverage resulted from an individual's failure to make any required payment of premium or contribution when due; or
	b. The terminating coverage is replaced not later than 31 days after termination, by group coverage that
	i. Is effective on the day following the termination of coverage:
	I ii. Providing Provides benefits identical to or benefits determined by the Director determines to be substantially equivalent to or in excess of those provided by the terminating coverage; and
	ii iii. The Has a premium for which is calculated in a manner consistent with the requirements of paragraph (D)(3)(c) of this Section subsection (E)(6).


	5.8. Notwithstanding any other provision of this Section, a converted policy issued that an insurer issues to an individual who ...
	6.9. The converted policy may provide that the benefits payable under the converted policy, together with the benefits payable u...
	7.10. Notwithstanding any other provision of this Section, any insured individual whose eligibility for group long-term care cov...

	E.F. Discontinuance and replacement.
	If a group long-term care policy is replaced by another group long-term care policy issued to the same policyholder, the succeed...
	1. Shall not result in any exclusion for preexisting conditions that would have been covered under the group policy being replaced; and
	2. Shall not vary or otherwise depend on the individual's health or disability status, claim experience, or use of long- term care services.

	G. Premium Increases
	1. An insurer shall not increase the premium charged to an insured because of:
	a. The insured aging beyond age 65; or
	b. The duration of coverage under the policy.

	2. Purchase of additional coverage is not considered a premium rate increase, however, for the calculation required under R20-6-...
	3. A reduction in benefits is not considered a premium change, however, for the calculation required under R20-6-1019, an insurer shall base the initial annual premium on the reduced benefits.

	H. Electronic enrollment for group policies
	1. For coverage offered to a group defined in A.R.S. § 20-1691(5)(a), any requirement that an insurer or insurance producer obtain an insured’s signature is satisfied if:
	a. The group policyholder or insurer obtains the insured’s consent by telephonic or electronic enrollment, and provides the enrollee with verification of enrollment information within five business days of enrollment; and
	b. The telephonic or electronic enrollment process has safeguards to assure the accuracy, retention, and prompt retrieval of records, and the confidentiality of personal and privileged information.

	2. If the Director requests, the insurer shall make available records showing the insurer’s ability to confirm enrollment and coverage amounts.

	FI. Minimum standards for home health care benefits
	1. A If an insurer issues a long-term care insurance policy or certificate may not, if it that provides benefits for home- health services care, the policy or certificate shall not limit or exclude benefits by any of the following:
	a. By requiring Requiring that the insured/claimant would need skilled care in a skilled nursing facility if home health services were are not provided;
	b. By requiring Requiring that the insured/claimant first or simultaneously receive nursing and/or or therapeutic services in a home or community setting before home health services are covered;
	c. By limiting Requiring that eligible services to services be provided by a registered nurses nurse or licensed practical nurses nurse;
	d. By requiring Requiring that a nurse or therapist provide services covered by the policy that can be provided by a home health aide or other licensed or certified home care worker acting within the scope of his or her licensure or certification. ;
	e. By requiring Requiring that the insured/claimant have an acute condition before home health services are covered;
	f. By limiting Limiting benefits to services provided by Medicare-certified agencies or providers. ;
	g. Excluding coverage for personal care services provided by a home health aide;
	h. Requiring that home health care services be provided at a level of certification or licensure greater than that required by the eligible service; or
	i. Excluding coverage for adult day care services.

	2. An insurer may apply home Home health care coverage may be applied to the non-home health care benefits provided in the policy or certificate when determining maximum coverage under the terms of the policy or certificate.

	J. Appeals. Policy shall include a clear description of the process for appealing and resolving benefit determinations.
	R20-6-1005. Unintentional Lapse

	A. An insured may designate in writing at least one person to receive notice of lapse and termination of a long-term care insura...
	B. An insurer shall not issue a long-term care insurance policy until the applicant has provided either a written designation of...
	C. The insurer shall use a form for written designation or waiver that provides space clearly delineated for the designation. Th...
	D. At least once every two years, an insurer shall notify the insured of the right to change the person designated to receive no...
	E. If the insured pays premiums for the long-term care insurance policy through a payroll or pension deduction plan, the insurer...
	F. An individual long-term care insurance policy shall not lapse or be terminated for nonpayment of premium unless the insurer g...
	R20-6-1005.R20-6-1006. Inflation Protection

	A. No An insurer may shall not offer a long-term care insurance policy unless the insurer offers, at the time of purchase, in ad...
	1. A term provision providing that provides for increases in benefit levels compounding annually at a rate of no less than 5%;
	2. A term providing for guaranteed periodic increases in provision that allows an insured to periodically increase benefit level...
	3. A term providing for provision for coverage of a specified percentage of actual or reasonable charges that is not limited subject to a maximum indemnity amount or limit.

	B. Where If the policy is issued to a group, the insurer shall extend the offer required offer in by subsection (A) shall be mad...
	C. The An insurer is not required to make the offer in subsection (A) shall not be required of for life insurance policies or riders containing with accelerated long-term care benefits.
	D. Insurers An insurer shall include the following information listed in this subsection in or with the outline of coverage:.
	1. A graphic comparison of the benefit levels of a policy that increases benefits over the policy period with a policy that does not increase benefits. The graphic comparison shall show benefit levels over at least a 20-year period.
	2. Any expected premium increases or additional premiums to pay for automatic or optional benefit increases. If premium increase...

	E. Inflation-protection benefit increases shall continue without regard to an insured’s age, claim status, claim history, or length of time insured under the policy.
	F. An insurer's offer of inflation protection that provides for automatic benefit increases shall include an offer of a premium ...
	G. An insurer shall include in a long-term care insurance policy inflation protection as provided in subsection (A)(1) unless an...
	H. A rejection of inflation protection is deemed part of an application and shall state: “I have reviewed the outline of coverag...
	R20-6-1006.R20-6-1007. Required Disclosure Provisions

	A. Riders and endorsements. Except for riders or endorsements by which the an insurer effectuates a request made in writing by t...
	B. Payment of Benefits. A long-term care insurance policy which that provides for the payment of benefits based on standards des...
	C. Disclosure of tax consequences. With regard to For life insurance policies which that provide an accelerated benefit for long...
	D. Benefit triggers. A long-term care insurance policy shall use activities of daily living and cognitive impairment to measure ...
	1. Any additional benefit triggers;
	2. Benefit triggers that result in payment of different benefit levels;
	3. Any requirement that an attending physician or other specified person certify a certain level of functional dependency for the insured to be eligible for benefits.

	E. A long-term care insurance policy or certificate shall contain a disclosure statement in the policy and in the outline of cov...
	R20-6-1008. Required Disclosure of Rating Practices to Consumers

	A. This Section applies as follows:
	1. Except as provided in subsection (A)(2), this Section applies to any long-term care policy or certificate issued in this state on or after May 10, 2005.
	2. For certificates issued under an in-force, long-term care insurance policy issued to a group as defined in A.R.S. § 20- 1691(5)(a), the provisions of this Section apply on the first policy anniversary that occurs on or after November 10, 2005.

	B. Unless a policy is one for which an insurer can not increase the applicable premium rate or rate schedule, the insurer shall ...
	1. A statement that the policy may be subject to rate increases in the future.
	2. An explanation of potential future premium rate revisions, and the policyholder’s or certificateholder’s option if a premium rate revision occurs.
	3. The premium rate or rate schedules applicable to the applicant that will be in effect until the insurer makes a request for an increase.
	4. A general explanation for applying premium rate or rate schedule adjustments that includes:
	a. A description of when premium rate or rate-schedule adjustments will be effective (e.g., next anniversary date, next billing date); and
	b. The insurer's right to a revised premium rate or rate schedule as provided in subsection (B)(3) if the premium rate or rate schedule is changed.

	5. Information regarding each premium rate increase on this policy form or similar policy form over the past 10 years for this state or any other state, that, at a minimum, identifies:
	a. The policy forms for which premium rates have been increased;
	b. The calendar years when the form was available for purchase; and
	c. The amount or percent of each increase, which may be expressed as a percentage of the premium rate before the increase, or as minimum and maximum percentages if the rate increase is variable by rating characteristics.

	6. The insurer may, in a fair manner, provide explanatory information related to the rate increases in addition to the information required under subsection (B)(5).

	C. An insurer may exclude from the disclosure required under subsection (B)(5), premium rate increases applicable to:
	1. Blocks of business acquired from other nonaffiliated insurers; and
	2. Policies acquired from other nonaffiliated insurers if the increases occurred before the acquisition.

	D. If an acquiring insurer files for a rate increase on a long-term care insurance policy form or a block of policy forms acquir...
	E. Unless the method of application does not allow an insured to sign an acknowledgement that the insurer made the disclosures r...
	F. An insurer shall use the forms in Appendix A and Appendix B to comply with the requirements of subsections (B) through (E). The text and format of an insurer’s forms shall be substantially similar to the text and format of Appendices A and B.
	G. An insurer shall provide notice of an upcoming premium rate schedule increase to all policyholders or certificateholders, if ...
	R20-6-1009. Initial Filing Requirements

	A. This Section applies to any long-term care policy issued in this state on or after May 10, 2005.
	B. At the time of making a filing under A.R.S. § 20-1691.08, an insurer shall provide the Director a copy of the disclosure documents required under R20-6-1008 and an actuarial certification that includes the following:
	1. The initial premium rate schedule is sufficient to cover anticipated costs under moderately adverse experience and that the p...
	2. The policy design and coverage provided have been reviewed and taken into consideration;
	3. The underwriting and claims adjudication processes have been reviewed and taken into consideration;
	4. A complete description of the basis for contract reserves that are anticipated to be held under the form, to include:
	a. Sufficient detail or sample calculations provided so as to have a complete depiction of the reserve amounts to be held;
	b. A statement that the assumptions used for reserves contain reasonable margins for adverse experience;
	c. A statement that the net valuation premium for renewal years does not increase (except for attained-age rating where permitted); and
	d. A statement that the difference between the gross premium and the net valuation premium for renewal years is sufficient to co...
	i. An aggregate distribution of anticipated issues may be used as long as the underlying gross premiums maintain a reasonably consistent relationship;
	ii. If the gross premiums for certain age groups appear to be inconsistent with this requirement, the Director may request a demonstration under subsection (C) based on a standard age distribution; and.


	5. A statement that the premium rate schedule:
	a. Is not less than the premium rate schedule for existing similar policy forms also available from the insurer except for reasonable differences attributable to benefits; or
	b. A comparison of the premium schedules for similar policy forms that are currently available from the insurer with an explanation of the differences.


	C. The Director may require an insurer to provide an actuarial demonstration that benefits provided under a long-term care polic...
	R20-6-1007.R20-6-1010. Requirements for Application Forms and Replacement Coverage

	A. An insurer’s application form for a long-term care insurance policy Application forms shall include the following questions l...
	1. Do you have another long-term care insurance policy or certificate in force (including health care service contract, health maintenance organization contract)?
	2. Did you have another long-term care insurance policy or certificate in force during the last 12 months?
	a. If so, with which company?
	b. If that policy lapsed, when did it lapse?

	3. Are you covered by Medicaid?
	4. Do you intend to replace any of your medical or health insurance coverage with this policy or [certificate]?

	B. The application or enrollment form for such policies or certificates shall clearly indicate the payment plan the applicant selects.
	B.C. Agents An insurance producer shall list any other health insurance policies they have the insurance producer has sold to the applicant, including:.
	1. List policies sold which Policies that are still in force.
	2. List policies Policies sold in the past 5 years which that are no longer in force.

	C.D. Solicitations other than direct response. Upon On determining that a sale will involve replacement, an insurer, other than ...
	1. Give one copy of such the notice shall be retained by to the applicant; and
	2. Keep an additional copy signed by the applicant shall be retained by the insurer. The required notice shall be in the form prescribed in Appendix A.

	D.E. Direct response solicitations. Insurers using direct response solicitation methods shall deliver a notice regarding replace...
	E.F. Where If replacement is intended, the replacing insurer shall notify, in writing, send the existing insurer written notice ...
	G. A life insurance policy that accelerate benefits for long-term care shall comply with this Section if the policy being replac...
	F.H. If a long-term care insurance policy or certificate replaces another long-term care policy or certificate, the replacing in...
	G.I. Reporting requirements.
	1. Every An insurer shall maintain the following records for each agent insurance producer: of that agent's
	a. The amount of the insurance producer’s replacement sales as a percent of the agent's insurance producer’s total annual sales; and
	b. The the amount of lapses of long-term care insurance policies sold by the agent insurance producer as a percent of the agent's insurance producer’s total annual sales.

	2. Each No later than June 30 of each year, on the forms specified in Appendix E and Appendix F, an insurer shall report the following information for the preceding calendar year to the Department: annually by June 30
	a. The the 10% of its agents insurance producers licensed in Arizona with the greatest percentages of lapses and replacements as measured by paragraph subsection (H)(1) of this subsection; and.

	3. Reported replacement and lapse rates do not alone constitute a violation of insurance laws or necessarily imply wrongdoing. The reports are for the purpose of reviewing more closely agent activities regarding the sale of long- term care insurance.
	4.b. Every insurer shall report annually by June 30 the The number of lapsed policies as a percent of it’s the insurer’s total annual sales and as a percent of its total number of policies in force as of the end of the preceding calendar year.
	5.c. Every insurer shall report annually by June 30 the The number of replacement policies sold as a percent of it’s the insurer...
	d. For qualified long-term care insurance contracts, the number of claims denied for each class of business, expressed as a percentage of claims denied.


	6.J. For purposes of this Section In subsection (I),
	1. “Claim” means a request for payment of benefits under an in-force policy, regardless of whether the benefit claimed is covered under the policy or any terms or conditions of the policy have been met;
	2. “Denied” means the insurer refuses to pay a claim for any reason other than for claims not paid for failure to meet the waiting period or because of an applicable preexisting condition;
	3. “policy” shall mean “Policy” means only long-term care insurance; and
	4. “report” “Report” means on a statewide basis.
	R20-6-1008.R20-6-1011. Prohibition Against Post-claims Underwriting


	A. All applications An application for a long-term care insurance policies or certificates except those which are policy or certificate that is not guaranteed issue shall meet the requirements of this Section.
	1. The application shall contain contain clear and unambiguous questions designed to ascertain the applicant’s health condition of the applicant.
	1.a. If an the application for long-term care insurance contains has a question which asks asking whether the applicant has had ...
	2.b. If the insurer knew or reasonably should have known that the medications listed in such the application were known by the i...


	B. Except for policies or certificates which are guaranteed issue:
	1.2. The application shall include the following language which shall be set out conspicuously and in close conjunction with the...
	2.3. The policy or certificate shall contain the following language, or language substantially similar to the following, shall b...

	3.B. Prior to issuance of Before issuing a long-term care insurance policy or certificate that is not guaranteed issue to an applicant age 80 or older, the insurer shall obtain 1 one of the following:
	a. A report of a physical examination;
	b. An assessment of functional capacity;
	c. An attending physician's statement; or
	d. Copies of medical records.

	C. A The insurer or it’s insurance producer shall deliver a copy of the completed application or enrollment form, (whichever is ...
	D. Every An insurer or other entity selling or issuing long-term care insurance benefits shall maintain a record of all policy or certificate rescissions, both state- and countrywide country-wide, except those which the insured voluntarily effectuated.
	E. On or before March 31 of each year, insurers an insurer shall report the following information to the Director for the prior preceding calendar year, using the form prescribed in Appendix G:
	1. Company Insurer name, address, phone number;
	2. As to each rescission except those voluntarily effectuated by the insured:
	a. Policy form number;
	b. Policy and certificate number;
	c. Name of the insured;
	d. Date of policy issuance;
	e. Date(s) claim(s) Date claim submitted;
	f. Date of rescission; and
	g. Detailed reason for rescission.

	3. Signature, name and title of the preparer, and date prepared.
	R20-6-1009.R20-6-1012. Discretionary Powers of Director



	The Director may, upon on written request and after an administrative hearing, issue an order to modify or suspend a specific pr...
	1. The modification or suspension would be in the best interest of the insureds; and
	2. The purposes to be achieved could not be effectively or efficiently achieved without the modification or suspension; and
	a. The modification or suspension is necessary to the development of an innovative and reasonable approach for insuring long-term care; or
	b. The policy or certificate is to be issued to residents of a life-care or continuing-care retirement community or some other r...
	c. The modification or suspension is necessary to permit long-term care insurance to be sold as part of, or in conjunction with, another insurance product.
	R20-6-1010.R20-6-1013. Reserve Standards


	A. When If long-term care benefits are provided through the acceleration of benefits under group or individual life policies or ...
	B. An insurer shall base reserves Reserves for policies and riders subject to this under subsection (A) may be based on the mult...
	C. In the development and calculation of reserves for policies and riders subject to this subsection Section, an insurer shall g...
	1. Definition of insured events;
	2. Covered long-term care facilities;
	3. Existence of home convalescence care coverage;
	4. Definition of facilities;
	5. Existence or absence of barriers to eligibility;
	6. Premium waiver provision;
	7. Renewability;
	8. Ability to raise premiums;
	9. Marketing method;
	10. Underwriting procedures;
	11. Claims adjustment procedures;
	12. Waiting period;
	13. Maximum benefit;
	14. Availability of eligible facilities;
	15. Margins in claim costs;
	16. Optional nature of benefit;
	17. Delay in eligibility for benefit;
	18. Inflation protection provisions; and
	19. Guaranteed insurability option.; and
	20. Other similar or comparable factors affecting risk.

	D. A member of the American Academy of Actuaries shall certify an insurer’s use of any Any applicable valuation morbidity table shall be certified as appropriate as a statutory valuation table by a member of the American Academy of Actuaries.
	E. When long-term care benefits are provided other than as described in subsection (A), an insurer shall determine reserves shall be determined in accordance with under A.R.S. § 20-508.
	R20-6-1014. Filing Requirements for Advertising


	Every insurer, health care service organization or other entity providing long-term care insurance or benefits in this state sha...
	R20-6-1011.R20-6-1014. Loss ratio Ratio
	A. This Section applies to policies and certificates issued any time prior to May 10, 2005.
	B. Benefits under an individual long-term care insurance policies shall be policy is deemed reasonable in relation to premiums i...
	1. Statistical credibility of incurred claims experience and earned premiums;
	2. The period for which rates are computed to provide coverage;
	3. Experienced and projected trends;
	4. Concentration of experience within early policy duration;
	5. Expected claim fluctuation;
	6. Experience refunds, adjustments, or dividends;
	7. Renewability features;
	8. All appropriate expense factors;
	9. Interest;
	10. Experimental nature of the coverage;
	11. Policy reserves;
	12. Mix of business by risk classification; and
	13. Product features such as long elimination periods, high deductibles, and high maximum limits.

	C. Subsection (B) does not apply to life insurance policies that accelerate benefits for long-term care. A life insurance policy...
	1. The interest credited internally to determine cash value accumulations, including long-term care, if any, is guaranteed not t...
	2. The portion of the policy that provides life insurance benefits complies with the nonforfeiture requirements of A.R.S. § 20-1231;
	3. The policy complies with the disclosure requirements of A.R.S. § 20-1691.06(A) through (E);
	4. At the time of making a filing under A.R.S. § 20-1691.08, the insurer files an actuarial memorandum that includes the following information:
	a. A description of the basis on which the long-term care rates were determined;
	b. A description of the basis for the reserves;
	c. A summary of the type of policy, benefits, renewability, general marketing method, and limits on ages of issuance;
	d. A description and a table of each actuarial assumption used; for expenses, an insurer shall include percent of premium dollars per policy and dollars per unit of benefits, if any;
	e. A description and a table of the anticipated policy reserves and additional reserves to be held in each future year for active lives;
	f. The estimated average annual premium per policy and the average issue age;
	g. A statement as to whether underwriting is performed, including:
	i. Time of underwriting;
	ii. A description of the type of underwriting used, such as medical underwriting or functional assessment underwriting; and
	iii. For a group policy, whether an enrollee’s dependents are subject to underwriting; and

	h. A description of the effect of the long-term care policy provisions on the required premiums, nonforfeiture values, and reserves on the underlying life insurance policy, both for active lives and those in long-term care status.
	R20-6-1015. Premium Rate Schedule Increase



	A. In this Section, “exceptional increase” means a rate increase that an insurer has filed and that the Director has determined ...
	B. This Section applies to any individual long-term care policy or certificate issued in this state on or after May 10, 2005.
	C. An insurer shall notify the Director of a proposed premium rate schedule increase, including an exceptional increase, at least 30 days before issuing notice to its policyholders. The notice to the Director shall include:
	1. Information required by R20-6-1008;
	2. Certification by a qualified actuary that:
	a. If the requested premium rate schedule increase is implemented and the underlying assumptions, which reflect moderately adverse conditions, are realized, no further premium rate schedule increases are anticipated;
	b. The premium rate filing complies with the provisions of this Section;

	3. An actuarial memorandum justifying the rate schedule change request that includes:
	a. Lifetime projections of earned premiums and incurred claims based on the filed premium rate schedule increase and the method and assumptions used in determining the projected values, including the following:
	i. Any assumptions that deviate from those used for pricing other forms currently available for sale;
	ii. Annual values for the five years preceding and the three years following the valuation date, provided separately,
	iii. Development of the lifetime loss ratio, unless the rate increase is an exceptional increase;
	iv. A demonstration of compliance with subsection (D); and

	b. For exceptional increases, the actuarial memorandum shall also include:
	i. The projected experience that is limited to the increases in claims expenses attributable to the approved reasons for the exceptional increase; and
	ii. If the Director determines under subsection (A) that offsets may exist, the insurer shall use appropriate net projected experience;

	c. Disclosure of how reserves have been incorporated in this rate increase when the rate increase will trigger contingent benefit upon lapse;
	d. Disclosure of the analysis performed to determine why a rate adjustment is necessary, which pricing assumptions were not realized and why, and any other actions of the insurer on which the actuary has relied;
	e. A statement that the actuary has considered policy design, underwriting, and claims adjudication practices; and

	4. A statement that renewal premium rate schedules are not greater than new business premium rate schedules except for differences attributable to benefits, unless the insurer provides the Director with documentation justifying the greater rate; and
	5. Upon the Director’s request, other similar and related information the Director may require to evaluate the premium rate schedule increase.

	D. The following requirements apply to all premium rate schedule increases:
	1. The insurer shall return 70% of the present value of projected additional premiums from an exceptional increase to policyholders in benefits;
	2. The sum of the accumulated value of incurred claims, without the inclusion of active life reserves, and the present value of ...
	a. The accumulated value of the initial earned premium times 58%;
	b. 85% of the accumulated value of prior premium rate schedule increases on an earned basis;
	c. The present value of future projected initial earned premiums times 58%; and
	d. 85% of the present value of future projected premiums not in subsection(D)(2)(c) on an earned basis;

	3. If a policy form has both exceptional and other increases, the values in subsection (D)(2)(b) and (D)(2)(d) shall also include 70% for exceptional rate increase amounts; and
	4. All present and accumulated values used to determine rate increases shall use the maximum valuation interest rate for contrac...

	E. For each rate increase that is implemented, the insurer shall file for approval by the Director updated projections, as defin...
	F. If any premium rate in the revised premium rate schedule is greater than 200 percent of the comparable rate in the initial pr...
	G. If the Director finds that the actual experience following a rate increase does not match the projected experience and that t...
	H. If the majority of the policies to which the increase applies are eligible for the contingent benefit upon lapse, the insurer shall file:
	1. A plan, subject to Director approval, for improved administration or claims processing designed to eliminate the potential fo...
	2. The original anticipated lifetime loss ratio, and the premium rate schedule increase that would have been calculated accordin...

	I. For a rate increase filing that meets the criteria listed in this subsection, the Director shall review, for all policies inc...
	1. The rate increase is not the first rate increase requested for the specific policy form or forms;
	2. The rate increase is not an exceptional increase; and
	3. The majority of the policies or certificates to which the increase applies are eligible for the contingent benefit upon lapse.

	J. If the Director finds excess lapsation under subsection (I), the Director may find that a rate spiral exists and may require ...
	1. Be based on actuarially sound principles, but not on attained age; and
	2. Provide that maximum benefits under any new policy accepted by an insured shall be reduced by comparable benefits already paid under the existing policy; and
	3. Allow the insured the option of retaining the existing coverage.

	K. The insurer shall maintain the experience of the insureds whose coverage was replaced under subsection (J) separate from the ...
	1. The maximum rate increase determined based on the combined experience; and
	2. The maximum rate increase determined based only on the experience of the insureds originally issued the form, plus ten percent.

	L. If the Director finds that an insurer has exhibited a history or pattern of filing inadequate initial premium rates for long-...
	1. Filing and marketing comparable coverage for a period of up to five years; and
	2. Offering all other similar coverages and limiting marketing of new applications to the products subject to recent premium rate schedule increases.

	M. Subsections (B) through (L) shall not apply to a policy for which long-term care benefits provided by the policy are incidental, as provided under subsection (A), if the policy complies with all of the following provisions:
	1. The interest credited internally to determine cash value accumulations, including long-term care, if any, are guaranteed not ...
	2. The portion of the policy that provides insurance benefits other than long-term care coverage meets the applicable nonforfeiture requirements under state law, including A.R.S. §§ 20-1231, 20-1232 and 20-2636;
	3. The policy meets the disclosure requirements of A.R.S. § 20-1691.06;
	4. The portion of the policy that provides insurance benefits other than long-term care coverage meets the disclosure requirements as applicable in the following:
	a. Title 20, Chapter 6, Article 1.2; and
	b. Title 20, Chapter 16, Article 2.

	5. At the time of making a filing under A.R.S. § 20-1691.08, the insurer files an actuarial memorandum that includes:
	a. Description of the bases on which the actuary determined the long-term care rates and the reserves;
	b. A summary of the type of policy, benefits, renewability provisions, general marketing method, and limits on ages of issuance;
	c. A description and a table of each actuarial assumption used, with the percent of premium dollars per policy and dollars per unit of benefits, if any, for expenses;
	d. A description and a table of the anticipated policy reserves and additional reserves to be held in each future year for active lives;
	e. The estimated average annual premium per policy and the average issue age;
	f. A statement as to whether the insurer performs underwriting at the time of application with an explanation of the following:
	i. Whether underwriting is used, and, if used, a description of the type of underwriting, such as medical underwriting or functional assessment underwriting; and
	ii. For a group policy, whether the enrollee or any dependent will be underwritten and when underwriting occurs; and

	g. A description of the effect of the long-term care policy provision on the required premiums, nonforfeiture values, and reserves on the underlying insurance policy, both for active lives and those in long-term care claim status.
	R20-6-1012.R20-6-1016. Filing Requirement Requirements for Group Policy Policies Issued in Another State



	A. Out-of-State Policies. Prior to Before an insurer or similar organization offering may offer group long-term care insurance t...
	B. Associations. For long-term policies marketed or issued to associations, the insurer or organization shall file with the insurance department the policy, certificate, and corresponding outline of coverage.
	R20-6-1013.R20-6-1017. Standards for Marketing

	A. Every insurer, health care service organization or other entity marketing long-term care insurance coverage in this state, directly or through its producers an insurance producer shall:
	1. Establish marketing procedures to assure that any comparison of policies by its agents or other insurance producers will be is fair and accurate, and to assure that excessive insurance is not sold or issued.
	2. Display prominently by type, stamp or other appropriate means, on the first page of the outline of coverage and policy, the f...
	3. Provide the applicant with copies of the disclosure forms in Appendices A and B.
	3.4. Inquire and otherwise make every reasonable effort to identify whether a prospective applicant or enrollee for long- term c...
	5. Provide an explanation of contingent benefit upon lapse as provided for in R20-6-1019(E).
	6. Provide written notice to an applicant or prospective policyholder or certificateholder advising of this state’s senior insurance counseling program (SHIP), and the name, address, and phone number for the SHIP, at the time of solicitation.
	B.7. Every insurer or entity marketing long-term care insurance shall establish Establish auditable procedures for verifying compliance with this subsection Section.

	C.B. In addition to the practices prohibited in A.R.S. § 20-441 et seq., the following acts and practices are prohibited:
	1. Twisting. Knowingly making any misleading representation or incomplete or fraudulent comparison of any insurance policies or ...
	2. High pressure tactics. Employing any method of marketing having the effect of or tending to induce the purchase of insurance ...
	3. Cold lead advertising. Making use directly or indirectly or any method of marketing which that fails to disclose in a conspic...
	4. Misrepresentation. Misrepresenting a fact in selling or offering to sell a long-term care insurance policy.

	C. An insurer shall not market or issue a long-term care policy or certificate to an association unless the insurer files the in...
	D. Appropriateness of recommended purchase. In recommending the purchase of or replacement of any long-term care insurance polic...
	R20-6-1018. Suitability

	A. This Section does not apply to life insurance policies that accelerate benefits for long-term care.
	B. Every insurer or other person marketing long-term care insurance, including an insurance producer or managing general agent, (the “issuer”) shall:
	1. Develop and use suitability standards to determine whether the purchase or replacement of long-term care insurance is appropriate for the needs of the applicant;
	2. Train its insurance producers in the use of its suitability standards; and
	3. Maintain a copy of its suitability standards and make them available for inspection upon the Director’s request.

	C. To determine whether an applicant meets an issuer’s suitability standards, the insurance producer and issuer shall develop procedures that take the following into consideration:
	1. The applicant’s ability to pay for the proposed coverage and other pertinent financial information related to the purchase of the coverage;
	2. The applicant’s goals or needs with respect to long-term care and the advantages and disadvantages of insurance to meet these goals or needs; and
	3. The values, benefits, and costs of the applicant’s existing insurance, if any, when compared to the values, benefits, and costs of the recommended purchase or replacement.

	D. The issuer shall make reasonable efforts to obtain the information set out in subsection (C)(1), including giving the applica...
	E. An issuer shall not consider an applicant for coverage until the issuer has received the applicant’s completed personal works...
	F. No one shall sell or disseminate information obtained through the personal worksheet outside the issuer that obtains the worksheet.
	G. The issuer shall use its suitability standards to determine whether issuance of long-term care insurance coverage to a particular applicant is appropriate.
	H. An insurance producer shall use the suitability standards developed by the issuer in marketing long-term care insurance.
	I. When giving an applicant a personal worksheet, the issuer shall also provide the applicant with a disclosure form entitled “T...
	J. If the issuer determines that the applicant does not meet its financial suitability standards, or if the applicant has declin...
	K. The issuer shall report annually to the Director the total number of applications received from residents of this state, the ...
	R20-6-1019. Nonforfeiture Benefit Requirement

	A. This Section does not apply to life insurance policies or riders containing accelerated long-term care benefits.
	B. To comply with the requirement to offer a nonforfeiture benefit pursuant to the provisions of A.R.S. § 20-1691.11, an insurer shall meet the following requirements:
	1. A policy or certificate offered with nonforfeiture benefits shall have the same coverage elements, eligibility, benefit trigg...
	2. The offer shall be in writing if the nonforfeiture benefit is not otherwise described in the Outline of Coverage or other materials given to the prospective policyholder.

	C. If the offer required to be made under A.R.S. § 20-1691.11 is rejected, the insurer shall provide the contingent benefit upon lapse described in this Section.
	D. If a prospective policyholder rejects the offer of a nonforfeiture benefit, the insurer shall provide the contingent benefit ...
	E. If a group policyholder elects to make the nonforfeiture benefit an option to a certificateholder, the certificate shall provide either the nonforfeiture benefit or the contingent benefit upon lapse.
	F. The contingent benefit on lapse is triggered when:
	1. An insurer increases the premium rates to a level that results in a cumulative increase of the annual premium equal to or exc...
	2. The policy or certificate lapses within 120 days of the due date of the increased premium.


	Triggers for a Substantial Premium Increase
	Issue Age
	Percent Increase Over Initial Premium
	29 and under
	200%
	30-34
	190%
	35-39
	170%
	40-44
	150%
	45-49
	130%
	50-54
	110%
	55-59
	90%
	60
	70%
	61
	66%
	62
	62%
	63
	58%
	64
	54%
	65
	50%
	66
	48%
	67
	46%
	68
	44%
	69
	42%
	70
	40%
	71
	38%
	72
	36%
	73
	34%
	74
	32%
	75
	30%
	76
	28%
	77
	26%
	78
	24%
	79
	22%
	80
	20%
	81
	19%
	82
	18%
	83
	17%
	84
	16%
	85
	15%
	86
	14%
	87
	13%
	88
	12%
	89
	11%
	90 and over
	10%
	G. Unless otherwise required, an insurer shall notify policyholders at least 30 days before the due date of the premium reflecting the rate increase.
	H. On or before the effective date of a substantial premium increase as defined in subsection (F), an insurer shall:
	1. Offer the insured the option of reducing policy benefits under the current coverage without additional underwriting so that required premium payments are not increased;
	2. Offer to convert the coverage to a paid-up status with a shortened benefit period according to the terms of subsection (I), which the insured may elect at any time during the 120-day period referenced in subsection (F)(2); and
	3. Notify the policyholder or certificateholder that a default or lapse at any time during the 120-day period referenced in subsection (F)(2) is deemed to be the election of the offer to convert under subsection (H)(2).

	I. In this Section, “benefits continued as nonforfeiture benefits,” including contingent benefits upon lapse, mean any of the following:
	1. Attained age rating is defined as a schedule of premiums starting from the issue date that increases age at least one percent per year before age 50, and at least three percent per year beyond age 50.
	2. The nonforfeiture benefit shall be of a shortened benefit period providing paid-up long-term care insurance coverage after la...
	3. The standard nonforfeiture credit equals 100% of the sum of all premiums paid, including the premiums paid before any change ...
	4. The nonforfeiture benefit shall begin not later than the end of the third year following the policy or certificate issue date. The contingent benefit upon lapse shall be effective during the first three years, and thereafter.
	5. Notwithstanding subsection (I)(4), for a policy or certificate with attained age rating, the nonforfeiture benefit shall begin on the earlier of:
	a. The end of the tenth year following the policy or certificate issue date; or
	b. The end of the second year following the date the policy or certificate is no longer subject to attained age rating.

	6. Nonforfeiture credits may be used for all care and services qualifying for benefits under the terms of the policy or certificate, up to the limits specified in the policy or certificate.

	J. All benefits paid by the insurer while the policy or certificate is in premium-paying status and in the paid- up status shall not exceed the maximum benefits that would be payable if the policy or certificate had remained in premium-paying status.
	K. There shall be no difference in the minimum nonforfeiture benefits for group and individual policies.
	L. The requirements in this Section are effective on or after November 10, 2005 and shall apply as follows:
	1. Except as provided in subsection (L)(2), this Section applies to any long-term care policy issued in this state on or after January 10, 2005.
	2. The provisions of this Section do not apply to certificates issued on or after January 10, 2005, under a group long- term care insurance policy as defined in A.R.S. § 20-1691(5)(a), that was in force on January 10, 2005.

	M. Premiums charged for a policy or certificate containing nonforfeiture benefits or a contingent benefit on lapse shall be subject to the loss ratio requirements of R20-6-1014, treating the policy as a whole.
	N. To determine whether contingent nonforfeiture upon lapse provisions are triggered under subsection (F), a replacing insurer t...
	O. An insurer shall offer a nonforfeiture benefit for a qualified long-term care insurance contract that is a level premium contract and the benefit shall meet the following requirements:
	1. The nonforfeiture provision shall be separately captioned using the term “nonforfeiture benefit” or a substantially similar caption.
	2. The nonforfeiture provision shall provide a benefit available in the event of a default in the payment of any premiums and sh...
	3. The nonforfeiture provision shall provide at least one of the following:
	a. Reduced paid-up premiums,
	b. Extended term insurance,
	c. Shortened benefit period; or
	d. Other similar offerings that the Director has approved.
	R20-6-1020. Standards for Benefit Triggers



	A. A long-term care insurance policy shall condition the payment of benefits on a determination of the insured’s ability to perf...
	B. Activities of daily living shall include at least the following as defined in R20-6-1003 and in the policy:
	1. Bathing;
	2. Continence;
	3. Dressing;
	4. Eating;
	5. Toileting; and
	6. Transferring;

	C. An insurer may use additional activities of daily living to trigger covered benefits if the activities are defined in the policy.
	D. An insurer may use additional provisions to determine when benefits are payable under a policy or certificate; however the provisions shall not restrict, and are not in lieu of, the requirements in subsections (A) and (B).
	E. For purposes of this Section the determination of a deficiency shall not be more restrictive than:
	1. Requiring the hands-on assistance of another person to perform the prescribed activities of daily living; or
	2. If the deficiency is due to the presence of a cognitive impairment, requiring supervision or verbal cueing by another person to protect the insured or others.

	F. Licensed or certified professionals, such as physicians, nurses or social workers, shall perform assessments of activities of daily living and cognitive impairment.
	G. The requirements in this Section are effective on and after November 10, 2005 and shall apply as follows:
	1. Except as provided in subsection (G)(2), the provisions of this Section apply to a long-term care policy issued in this state on or after January 10, 2005.
	2. The provisions of this Section do not apply to certificates issued on or after January 10, 2005, under a long-term care insurance policy issued to a group as defined in A.R.S. § 20-1691(5)(a), which policy was in force on January 10, 2005.
	R20-6-1021. Additional Standards for Benefit Triggers for Qualified Long-Term Care Insurance Contracts


	A. A qualified long-term care insurance contract shall pay only for qualified long-term care services received by a chronically ill individual provided under a plan of care prescribed by a licensed health care practitioner.
	B. A qualified long-term care insurance contract shall condition the payment of benefits on a certified determination of the ins...
	C. Licensed or certified professionals, including physicians, registered professional nurses, and licensed social workers, shall...
	D. Certified determinations required under to subsection (B) may be performed at the direction of the carrier as is reasonably n...
	R20-6-1015.R20-6-1022. Standard Format Outline of Coverage

	A. The outline of coverage shall be delivered to applicants as required by A.R.S. § 20-1691.04.
	B.A. The outline of coverage prescribed in A.R.S. § 20-1691.06 shall be a free-standing document, using no smaller than 10 point type, and shall contain no advertising or promotional material of an advertising nature.
	C.B. Text which that is capitalized or underscored in the standard format outline of coverage may be emphasized by other means which provide that give prominence equivalent to such capitalization or underscoring.
	D.C. An insurer shall use Use of the text and sequence of text of in the standard format outline of coverage prescribed in Appendix C J is mandatory, unless otherwise specifically indicated.
	R20-6-1016.R20-6-1023. Requirement to Deliver Shopper's Guide

	A. All prospective applicants of a long-term care insurance policy or certificate shall be provided receive a long-term care sho...
	1. In the case of agent insurance producer solicitation, an agent an insurance producer shall deliver the shopper's guide prior to the presentation of before presenting an application or enrollment form.
	2. In the case of direct response solicitations, the insurer shall provide the shopper's guide shall be presented in conjunction with any application or enrollment form.

	B. A prospective applicant for a life insurance policy or rider containing accelerated long-term care benefits is not required to receive the guide described in subsection A, but shall receive the policy summary required under A.R.S. § 20-1691.06.
	R20-6-1024. Instructions for Appendices


	Information that is designated as a “Drafting Instruction” in a form appended to this Article is not required to be included as part of the form. Any person using the form shall abide by the instructions when drafting, preparing, or completing the form.

	APPENDIX A
	Long-term Care Insurance
	Personal Worksheet
	People buy long-term care insurance for many reasons. Some don’t want to use their own assets to pay for long-term care. Some bu...
	By state law, the insurance company must fill out part of the information on this worksheet and ask you to fill out the rest to help you and the company decide if you should buy this policy.
	Premium Information
	Policy Form Numbers__________________________
	The premium for the coverage you are considering will be [$_________ per month, or $_______ per year,] [a one-time single premium of $____________.]
	Type of Policy (noncancellable/guaranteed renewable): ______________________________________
	The Company's Right to Increase Premiums: _____________________________________________
	[The company cannot raise your rates on this policy.] [The company has a right to increase premiums on this policy form in the f...
	Rate Increase History
	The company has sold long-term care insurance since [year] and has sold this policy since [year]. [The company has never raised ...
	(Drafting Instruction: A company may use the first bracketed sentence above only if it has never increased rates under any prior...

	Questions Related to Your Income
	How will you pay each year’s premium?
	®From my Income ®From my Savings/Investments ®My Family will Pay
	[® Have you considered whether you could afford to keep this policy if the premiums went up, for example, by 20%?]
	(Drafting Instruction: The issuer is not required to use the bracketed sentence if the policy is fully paid up or is a noncancellable policy.)
	What is your annual income? (check one)®Under $10,000 ®$[10-20,000] ®$[20-30,000] ®$[30-50,000] ®Over $50,000
	(Drafting Instruction: The issuer may choose the numbers to put in the brackets to fit its suitability standards.)
	®No change ®Increase ®Decrease
	If you will be paying premiums with money received only from your own income, a rule of thumb is that you may not be able to afford this policy if the premiums will be more than 7% of your income.

	If not, have you considered how you will pay for the difference between future costs and your daily benefit amount?
	®From my Income ®From my Savings/Investments ®My Family will Pay
	The national average annual cost of care in [insert year] was [insert $ amount], but this figure varies across the country. In ten years the national average annual cost would be about [insert $ amount] if costs increase 5% annually.

	(Drafting Instruction: The projected cost can be based on federal estimates in a current year. In the above statement, the second figure equals 163% of the first figure.)
	What elimination period are you considering? Number of days _____Approximate cost $_________for that period of care.
	How are you planning to pay for your care during the elimination period? (check one)
	Questions Related to Your Savings and Investments
	Not counting your home, about how much are all of your assets (your savings and investments) worth? (check one)
	®Under $20,000 ®$20,000-$30,000 ®$30,000-$50,000 ®Over $50,000
	How do you expect your assets to change over the next ten years? (check one)
	®Stay about the same ®Increase ®Decrease
	If you are buying this policy to protect your assets and your assets are less than $30,000, you may wish to consider other options for financing your long-term care.


	Disclosure Statement
	(Check one.)
	Signed:__________________________________________ _____________________________________
	[® I explained to the applicant the importance of completing this information.
	Signed:__________________________________________ _____________________________________
	Insurance Producer’s Printed Name:____________________________________________________________]
	[In order for us to process your application, please return this signed statement to [name of company], along with your application.]
	[My agent has advised me that this policy does not seem to be suitable for me. However, I still want the company to consider my application.

	Signed:__________________________________________ _____________________________________
	(Drafting Instruction: Choose the appropriate sentences depending on whether this is a direct mail or insurance producer sale.)
	The company may contact you to verify your answers.
	(Drafting Instruction: When the Long-Term Care Insurance Personal Worksheet is furnished to employees and their spouses under employer group policies, the text from the heading “Disclosure Statement” to the end of the page may be removed.)

	APPENDIX B
	Long-term Care Insurance
	Potential Rate Increase Disclosure Form
	Instructions:
	This form provides information to the applicant regarding premium rate schedules, rate schedule adjustments, potential rate revisions, and policyholder options in the event of a rate increase.
	Insurers shall provide all of the following information to the applicant:

	Long-term Care Insurance
	Potential Rate Increase Disclosure Form
	1. [Premium Rate] [Premium Rate Schedules]: [Premium rate] [Premium rate schedules] that [is][are] applicable to you and that will be in effect until a request is made and [approved] for an increase [is][are] [on the application][$_____])
	2. The [premium] [premium rate schedule] for this policy [will be shown on the schedule page of] [will be attached to] your policy.
	3. Rate Schedule Adjustments:
	The company will provide a description of when premium rate or rate schedule adjustments will be effective (e.g., next anniversary date, next billing date, etc.) (fill in the blank): __________________.
	4. Potential Rate Revisions:
	This policy is Guaranteed Renewable. This means that the rates for this product may be increased in the future. Your rates can N...
	If you receive a premium rate or premium rate schedule increase in the future, you will be notified of the new premium amount and you will be able to exercise at least one of the following options:
	n Pay the increased premium and continue your policy in force as is.
	n Reduce your policy benefits to a level such that your premiums will not increase. (Subject to state law minimum standards.)
	n Exercise your nonforfeiture option if purchased. (This option is available for purchase for an additional premium.)
	n Exercise your contingent nonforfeiture rights.* (This option may be available if you do not purchase a separate nonforfeiture option.)
	Contingent Nonforfeiture
	If the premium rate for your policy goes up in the future and you didn’t buy a nonforfeiture option, you may be eligible for contingent nonforfeiture. Here’s how to tell if you are eligible:
	You will keep some long-term care insurance coverage, if:
	. Your premium after the increase exceeds your original premium by the percentage shown (or more) in the following table; and
	. You lapse (not pay more premiums) within 120 days of the increase.

	The amount of coverage (i.e., new lifetime maximum benefit amount) you will keep will equal the total amount of premiums you hav...
	Except for this reduced lifetime maximum benefit amount, all other policy benefits will remain at the levels attained at the time of the lapse and will not increase thereafter.
	Should you choose this Contingent Nonforfeiture option, your policy, with this reduced maximum benefit amount, will be considered “paid-up” with no further premiums due.
	Example:
	. You bought the policy at age 65 and paid the $1,000 annual premium for 10 years, so you have paid a total of $10,000 in premium.
	. In the eleventh year, you receive a rate increase of 50%, or $500 for a new annual premium of $1,500, and you decide to lapse the policy (not pay any more premiums).
	. Your “paid-up” policy benefits are $10,000 (provided you have a least $10,000 of benefits remaining under your policy.)

	Contingent Nonforfeiture
	Cumulative Premium Increase over Initial Premium
	That qualifies for Contingent Nonforfeiture
	(Percentage increase is cumulative from date of original issue. It does NOT represent a one-time increase.)
	Issue Age
	Percent Increase Over Initial Premium
	29 and under
	200%
	30-34
	190%
	35-39
	170%
	40-44
	150%
	45-49
	130%
	50-54
	110%
	55-59
	90%
	60
	70%
	61
	66%
	62
	62%
	63
	58%
	64
	54%
	65
	50%
	66
	48%
	67
	46%
	68
	44%
	69
	42%
	70
	40%
	71
	38%
	72
	36%
	73
	34%
	74
	32%
	75
	30%
	76
	28%
	77
	26%
	78
	24%
	79
	22%
	80
	20%
	81
	19%
	82
	18%
	83
	17%
	84
	16%
	85
	15%
	86
	14%
	87
	13%
	88
	12%
	89
	11%
	90 and over
	10%

	APPENDIX A C
	NOTICE TO APPLICANT REGARDING REPLACEMENT OF INDIVIDUAL ACCIDENT AND SICKNESS HEALTH OR LONG-TERM CARE INSURANCE
	[Insurance company's name and address]

	SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE.
	According to [your application] [information you have furnished], you intend to lapse or otherwise terminate existing accident a...
	You should review this new coverage carefully, comparing it with all accident and sickness health or long-term care insurance co...
	STATEMENT TO APPLICANT BY AGENT [BROKER INSURANCE PRODUCER OR OTHER REPRESENTATIVE]:
	(Use additional sheets, as necessary.)
	I have reviewed our your current medical or health insurance coverage. I believe the replacement of insurance involved in this t...
	1. Health conditions which that you may presently have (preexisting conditions) may not be immediately or fully covered under th...
	2. State law provides that your replacement policy or certificate may not contain new preexisting conditions or probation period...
	3. If you are replacing existing long-term care insurance coverage, you may wish to secure the advice of your present insurer or...
	4. If, after due consideration, you still wish to terminate your present policy and replace it with new coverage, be certain to ...
	(Signature of Agency, Broker Insurance Producer or Other Representative) (Company Name)
	(Typed Name and Address of Agent or Broker Insurance Producer)
	The above “Notice to Applicant” was delivered to me on:
	____________________________________
	(Date)
	____________________________________
	(Applicant's Signature)



	APPENDIX B D
	NOTICE TO APPLICANT REGARDING REPLACEMENT OF ACCIDENT AND SICKNESS HEALTH OR LONG-TERM CARE INSURANCE
	[Insurance company's name and address]

	SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE
	According to [your application] [information you have furnished], you intend to lapse or otherwise terminate existing accident a...
	You should review this new coverage carefully, comparing it with all accident and sickness health coverage you now have, and ter...
	1. Health conditions which you may presently have (preexisting conditions), may not be immediately or fully covered under the ne...
	2. State law provides that your replacement policy or certificate may not contain new preexisting conditions or probationary per...
	3. If you are replacing existing long-term care insurance coverage, you may wish to secure the advice of your present insurer or...
	4. [To be included only if the application is attached to the policy.] If, after due consideration, you still wish to terminate ...
	[COMPANY NAME]


	APPENDIX E
	Long-term Care Insurance
	Replacement and Lapse Reporting Form
	For the State of _________________________
	For the Reporting Year of ________________
	Company Name: _______________________________ Due: June 30 annually
	Company Address: _______________________________ Company NAIC Number: __________
	Contact Person: _______________________________ Phone Number: (____)___________
	Instructions
	The purpose of this form is to report on a statewide basis information regarding long-term care insurance policy replacements an...
	Insurance Producer’s Name
	Number of Policies
	Sold By This Insurance Producer
	Number of Policies Replaced
	By This Insurance Producer
	Number of Replacements
	as % of Number of Policies
	Sold By This Insurance Producer
	Listing of the 10% of Insurance Producers with the Greatest Percentage of Lapses

	Insurance Producer’s Name
	Number of Policies
	Sold By This Insurance Producer
	Number of Policies Lapsed
	By This Insurance Producer
	Number of Lapses As %
	of Number Sold By
	This Insurance Producer
	Percentage of Replacement Policies Sold to Total Annual Sales ____%
	Percentage of Replacement Policies Sold to Policies In Force (as of the end of the preceding calendar year) ____%
	Percentage of Lapsed Policies to Total Annual Sales _____%
	Percentage of Lapsed Policies to Policies In Force (as of the end of the preceding calendar year) _____%

	APPENDIX F
	Long-term Care Insurance
	Claims Denial Reporting Form
	For the State of__________________________
	For the Reporting Year of_____________
	Company Name:__________________________________________________ Due: June 30 annually
	Company Address:_______________________________________________________________
	__________________________________________________________________________________
	Company NAIC Number:______________________________________________________________
	Contact Person: _______________________________Phone Number: ________________________
	Line of Business: Individual Group
	Instructions
	The purpose of this form is to report all long-term care claim denials under in-force long-term care insurance policies. “Denied...
	State Data
	Nationwide Data1
	1
	Total Number of Long-Term Care Claims Reported
	2
	Total Number of Long-Term Care Claims Denied/Not Paid
	3
	Number of Claims Not Paid due to Preexisting Condition Exclusion
	4
	Number of Claims Not Paid due to Waiting (Elimination) Period Not Met
	5
	Net Number of Long-Term Care Claims Denied for Reporting Purposes (Line 2 Minus Line 3 Minus Line 4)
	6
	Percentage of Long-Term Care Claims Denied of Those Reported (Line 5 Divided By Line 1)
	7
	Number of Long-Term Care Claim Denied due to:
	8
	. Long-Term Care Services Not Covered under the Policy2
	9
	. Provider/Facility Not Qualified under the Policy3
	10
	. Benefit Eligibility Criteria Not Met4
	11
	. Other
	1. The nationwide data may be viewed as a more representative and credible indicator where the data for claims reported and denied for your state are small in number.
	2. Example-home health care claim filed under a nursing home only policy.
	3. Example-a facility that does not meet the minimum level of care requirements or the licensing requirements as outlined in the policy.
	4. Examples-a benefit trigger not met, certification by a licensed health care practitioner not provided, no plan of care.


	APPENDIX G
	RESCISSION REPORTING FORM FOR
	LONG-TERM CARE POLICIES
	FOR THE STATE OF _______________
	FOR THE REPORTING YEAR _____
	Company Name_________________________________________________________________
	Address:_______________________________________________________________
	______________________________________________________________________
	Phone Number: ________________________________________________________________
	Due: March 1 annually
	Instructions:
	The purpose of this form is to report all rescissions of long-term care insurance policies or certificates. Those rescissions voluntarily effectuated by an insured are not required to be included in this report. Please furnish one form per rescission.
	Policy
	Form #
	Policy and
	Certificate #
	Name of
	Insured
	Date of
	Policy
	Issuance
	Date/s
	Claim/s
	Submitted
	Date of
	Rescission
	Detailed reason for rescission:

	____________________________________________________________________________________________________ ___________________________...
	Signature

	__________________________________
	Name and Title (please type)

	__________________________________
	Date


	APPENDIX H
	Things You Should Know Before You Buy
	Long-Term Care Insurance
	Long-Term
	Care
	Insurance
	. A long-term care insurance policy may pay most of the costs for your care in a nursing home. Many policies also pay for care a...
	. [You should not buy this insurance policy unless you can afford to pay the premiums every year.] [Remember that the company can increase premiums in the future.]
	(Drafting Instruction: For single premium policies, delete this bullet; for noncancellable policies, delete the second sentence only.)
	. The personal worksheet includes questions designed to help you and the company determine whether this policy is suitable for your needs.
	Medicare
	. Medicare does not pay for most long-term care.
	Medicaid
	. Medicaid will generally pay for long-term care if you have very little income and few assets. You probably should not buy this policy if you are now eligible for Medicaid.
	. Many people become eligible for Medicaid after they have used up their own financial resources by paying for long-term care services.
	. When Medicaid pays your spouse’s nursing home bills, you are allowed to keep your house and furniture, a living allowance, and some of your joint assets.
	. Your choice of long-term care services may be limited if you are receiving Medicaid. To learn more about Medicaid, contact your local or state Medicaid agency.
	Shopper’s
	Guide
	. Make sure the insurance company or agent gives you a copy of a book called the National Association of Insurance Commissioners...
	Counseling
	. Free counseling and additional information about long-term care insurance are available through your state’s insurance counsel...

	APPENDIX I
	Long-Term Care Insurance Suitability Letter
	Dear [Applicant]:
	Your recent application for long-term care insurance included a “personal worksheet,” which asked questions about your finances ...
	[Your answers indicate that long-term care insurance may not meet your financial needs. We suggest that you review the informati...
	[You chose not to provide any financial information for us to review.]
	(Drafting Instruction: Choose the paragraph that applies.)

	We have suspended our final review of your application. If, after careful consideration, you still believe this policy is what y...
	If we do not hear from you within the next 60 days, we will close your file and not issue you a policy. You should understand that you will not have any coverage until we hear back from you, approve your application and issue you a policy.
	Please check one box and return in the enclosed envelope.
	® Yes, [although my worksheet indicates that long-term care insurance may not be a suitable purchase,] I wish to purchase this coverage. Please resume review of my application.
	Drafting Instruction: Delete the phrase in brackets if the applicant did not answer the questions about income.
	® No. I have decided not to buy a policy at this time.
	_______________________________________________ _______________________________
	APPLICANT’S SIGNATURE DATE
	Please return to [issuer] at [address] by [date].


	APPENDIX C J
	[COMPANY NAME]
	[ADDRESS - CITY & STATE]
	[TELEPHONE NUMBER]
	LONG-TERM CARE INSURANCE
	OUTLINE OF COVERAGE
	[Policy Number or Group Master Policy and Certificate Number]
	[Except for policies or certificates which are guaranteed issue, the following caution statement, or language substantially similar, must shall appear as follows in the outline of coverage.]
	Caution: The issuance of this long-term care insurance [policy] ([certificate] is based upon your responses to the questions on ...
	1. This policy is [an individual policy of insurance] [a group policy] which was issued in the [indicate jurisdiction in which group policy was issued].
	2. PURPOSE OF OUTLINE OF COVERAGE. This outline of coverage provides a very brief description of the important features of the p...
	3. FEDERAL TAX CONSEQUENCES
	This [POLICY] [CERTIFICATE] is intended to be a federally tax-qualified long-term care insurance contract under Section 7702(B)(b) of the Internal Revenue Code of 1986, as amended.
	or
	Federal Tax Implications of this [POLICY] [CERTIFICATE]. This [POLICY] [CERTIFICATE].is not intended to be a federally tax-quali...
	4. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE CONTINUED IN FORCE OR DISCONTINUED
	(a) [For long-term care health insurance policies or certificates describe one of the following permissible policy renewability provisions:
	(1) Policies and certificates that are guaranteed renewable shall contain the following statement:] RENEWABILITY: THIS POLICY [C...
	(2) [Policies and certificates that are noncancellable shall contain the following statement:] RENEWABILITY: THIS POLICY [CERTIF...

	(b) [For group coverage, specifically describe continuation/conversion provisions applicable to the certificate and group policy;]
	(c) [Describe waiver of premium provisions or state that there are not such provisions;]

	5. TERMS UNDER WHICH THE COMPANY MAY CHANGE PREMIUMS
	[In bold type larger than the maximum type required to be used for the other provisions of the outline of coverage, state whethe...
	36. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE RETURNED AND PREMIUM REFUNDED.
	(a) [Provide a brief description of the right to return - “free look” provision of the policy.]
	(b) [Include a statement that the policy either does or does not contain provisions providing for a refund or partial refund of ...
	4.7. THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for Medicare, review the Medicare Supplement Buyer's Guide available from the insurance company.
	(a) [For agents insurance producers] Neither [insert company name] nor its [agents or insurance producers] represent Medicare, the federal government or any state government.
	(b) [For direct response] [insert company name] is not representing Medicare, the federal government or any state government.
	5.8. LONG-TERM CARE COVERAGE. Policies of this category are designed to provide coverage for 1 one or more necessary or medicall...
	This policy provides coverage in the form of a fixed dollar indemnity benefit for covered long-term care expenses, subject to po...
	6 9. BENEFITS PROVIDED BY THIS POLICY
	(a) [Covered services, related deductible(s), waiting periods, elimination periods and benefit maximums.]
	(b) [Institutional benefits, by skill level.]
	(c) [Non-institutional benefits, by skill level.]
	(d) Eligibility for Payment of Benefits
	[Activities of daily living and cognitive impairment shall be used to measure an insured’s need for long-term care and shall be defined and described as part of the outline of coverage.]
	[Any additional benefit screens must triggers shall be explained in this Section. If these screens triggers differ for different...
	7.10. LIMITATIONS AND EXCLUSIONS.
	[Describe:
	(a) Preexisting conditions;
	(b) Non-eligible facilities/provider facilities and providers;
	(c) Non-eligible levels of care (e.g., unlicensed providers, care or treatment provided by a family member, etc.);
	(d) Exclusions/exceptions Exclusions and exceptions;
	(e) Limitations.]
	[This Section should shall provide a brief specific description of any policy provisions which limit, exclude, restrict, reduce, delay, or in any other manner operate to qualify payment of the benefits described in paragraph 6 above.]
	THIS POLICY MAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YOUR LONG-TERM CARE NEEDS.
	8.11. RELATIONSHIP OF COST OF CARE AND BENEFITS. Because the costs of long-term care services will likely increase over time, you should consider whether and how the benefits of this plan may be adjusted. ([As applicable, indicate the following:
	(a) That the benefit level will not increase over time;
	(b) Any automatic benefit adjustment provisions;
	(c) Whether the insured will be guaranteed the option to buy additional benefits and the basis upon which benefits will be increased over time if not by a specified amount or percentage;
	(d) If there is such a guarantee, include whether additional underwriting or health screening will be required, the frequency and amounts of the upgrade options, and any significant restrictions or limitations;
	(e) And finally, describe Describe whether there will be any additional premium charge imposed, and how that is to be calculated.]
	9. TERMS UNDER WHICH THE POLICY (OR CERTIFICATE) MAY BE CONTINUED IN FORCE OR DISCONTINUED.
	[(a) Describe the policy renewability provisions;
	(b) For group coverage, specifically describe continuation/conversion provisions applicable to the certificate and group policy;
	(c) Describe waiver of premium provisions or state that there are not such provisions;
	(d) State whether or not the company has a right to change premium and, if such a right exists, describe clearly and concisely each circumstance under which premium may change.]
	10.12. ALZHEIMER'S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.
	[State that the policy provides coverage for insureds clinically diagnosed as having Alzheimer's disease or related degenerative...
	11.13. PREMIUM.
	[(a) State the total annual premium for the policy;
	(b) If the premium varies with an applicant's choice among benefit options, indicate the portion of annual premium which corresponds to each benefit option.]
	12.14. ADDITIONAL FEATURES.
	[(a) Indicate if medical underwriting is used;
	(b) Describe other important features.]
	15. CONTACT THE STATE SENIOR HEALTH INSURANCE ASSISTANCE PROGRAM IF YOU HAVE GENERAL QUESTIONS REGARDING LONG-TERM CARE INSURANCE. CONTACT THE INSURANCE COMPANY IF YOU HAVE SPECIFIC QUESTIONS REGARDING YOUR LONG-TERM CARE INSURANCE POLICY OR CERTIFICATE.




